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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 14, 2021—9:30 AM EDT] Global equity markets are higher this morning.  In 

Europe, the EuroStoxx 50 is up 1.2% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 0.5%.  Chinese markets were mixed, with the Shanghai Composite down 0.1% from its 

prior close and the Shenzhen Composite up 0.2%.  U.S. equity index futures are signaling a 

higher open.  With 26 companies having reported, the S&P 500 Q3 2021 earnings stand at 

$50.00, lower than the $50.34 forecast for the quarter.  The forecast reflects a 27.5% increase 

from Q3 2020 earnings.  Thus far this quarter, 76.9% of the companies have reported earnings 

above forecast, while 19.2% have reported earnings below forecast.   
 

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

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

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

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

• Weekly Energy Update (10/7/2021): Due to Monday’s holiday, this report will be 

published tomorrow.   

• 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” 

 

Good morning.  Bank earnings reports are giving a bullish tone to the equity markets this 

morning.  Our coverage begins with the Federal Reserve; the FOMC released its minutes 

yesterday.  Economics and policy come next.  Inflation worries are rising.  Crypto news follows.  

Our overseas coverage begins with a China update and the international roundup.  We close with 

pandemic news.   

 

Federal Reserve:  The minutes of the September 22 FOMC meeting were released yesterday.  

There were two critical points from the report.  First, the members agreed that tapering will begin 

before the year’s end and will likely end by mid-2022.  Second, the committee took great pains 

to note that balance sheet management and interest rate policy are separate.  There was a concern 

raised about inflation, and the members seemed to lean mostly toward price increases remaining 

elevated for a longer period.  The financial markets are well prepared for tapering, and the 

minutes had little effect on financial markets yesterday. 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_10_11_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_oct_07_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Oct_8_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/global-stock-markets-dow-update-10-14-2021-11634196766?st=fy8txtaq416m6er&reflink=desktopwebshare_permalink
https://www.federalreserve.gov/monetarypolicy/files/fomcminutes20210922.pdf
https://www.ft.com/content/c52493ff-cc51-4e69-b532-acbd0bdee8c4
https://www.ft.com/content/c52493ff-cc51-4e69-b532-acbd0bdee8c4
https://www.wsj.com/articles/fed-signals-asset-purchases-could-end-by-mid-2022-11634148001?st=h6mtthpg0iadv5f&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fed-signals-asset-purchases-could-end-by-mid-2022-11634148001?st=h6mtthpg0iadv5f&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fed-signals-asset-purchases-could-end-by-mid-2022-11634148001?st=tgxfz5ywvxoybgg&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fed-signals-asset-purchases-could-end-by-mid-2022-11634148001?st=tgxfz5ywvxoybgg&reflink=desktopwebshare_permalink


 

 

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

www.confluenceinvestment.com 

 2 

• Vice-Chair Quarles is no longer in charge of the Fed’s bank supervision committee, as 

his term ended yesterday.  For now, no one has been selected to take the position.  

Quarles has suggested he would like to stay on as a governor (his term ends 10 years 

from now), although tradition dictates he step down.  We would expect pressure to be 

brought on him to resign. 

• Governor Bowman said yesterday that she sees risks of more persistent inflation.  She is 

the governor representing community banks, and historically, this governor has been a 

reliable vote for the Chair.  Her comments may signal a shift in sentiment among the 

governors, which could lead to growing pressure to raise rates.   

• The JOLTS report released earlier this week showed a couple of points worth noticing.  

First, even though openings fell, they remain well above the level of unemployed, 

meaning there are more jobs available than those currently out of work and looking to be 

hired. 

 
 

Second, the quits rate suggests wage growth will be robust in the coming year. 

 

 

https://www.wsj.com/articles/feds-bank-supervision-committee-will-have-no-chairman-after-quarles-term-ends-wednesday-11634082069?st=z05z3td3p5g67o2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fed-official-sees-risks-of-more-persistent-inflation-11634169600?st=lq9o2jbxby0jenr&reflink=desktopwebshare_permalink
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This chart overlays the quits rate, advanced 12 months, to the yearly change in hourly 

earnings for non-supervisory workers.  The relationship would support wage growth in 

excess of 5% to 6% next year. 

 

Economics and policy:  Inflation worries dominate. 

• Yesterday, the White House held a meeting to address the bottlenecks at U.S. ports.  

There is a push to have the ports operate “24/7.”  Although we appreciate the sentiment, 

if the mere order to work longer hours was enough, it is likely it would have been done a 

long time ago.  The problems at U.S. ports are complicated; merely dictating hours won’t 

make truck drivers materialize.  The White House clearly wants Americans to know it is 

aware of the problem.  What it can do to get it fixed is unclear.  Earlier administrations 

have made similar proclamations with little effect.   

o The president is also asking the oil industry to take steps to lower energy prices.  

Of course, the irony is that the administration has not been supportive of the 

energy industry, so it isn’t obvious how much support the White House will get 

from companies.   

• Labor tensions continue to rise, prompting former Labor Secretary Robert Reich to 

speculate that we are seeing something a bit like a general strike.  And, with a hat tip to 

Johnny Paycheck, are some headlines: 

o Southwest Airlines (LUV, USD, 51.25) has suffered through what looks like a 

work stoppage.  Although anger over vaccine mandates plays a role, understaffing 

and excessive overtime also appear to be contributing factors.   

o Hollywood crews are threatening to strike, which could shut down television and 

movie production. 

o Around 10 thousand unionized workers at John Deere (DE, USD, 329.00) went 

on strike this morning.  A recent company proposal failed by 90%.   

o Kellogg’s (K, USD, 61.69) is facing strikes at four facilities affecting 1,400 

workers. 

• Shortages of truck drivers are not just an issue in the U.S. and U.K.  Europe is also 

dealing with a lack of drivers.  Low pay and poor working conditions are making it 

difficult to attract people to the industry. 

• For the past four decades, there has been a push to meet customer demands.  However, as 

labor gains power, we are seeing a pushback against what is perceived to be unruly 

clients.  This is a social shift of potential significance.   

• We are closely monitoring the path of tax policy in the current congressional 

negotiations.  We noted recently that Ireland agreed to a minimum corporate tax of 15%, 

setting the stage for a global minimum corporate tax.  Tech firms have expressed support, 

most likely because in the negotiations, the digital services tax was tabled.   

• So far, evictions haven’t jumped as feared when pandemic rules suspended them.  It 

appears state and local governments are finally distributing the Federal support designed 

to make up for lost rent.   

https://www.whitehouse.gov/briefing-room/statements-releases/2021/10/13/fact-sheet-biden-administration-efforts-to-address-bottlenecks-at-ports-of-los-angeles-and-long-beach-moving-goods-from-ship-to-shelf/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/biden-los-angeles-port-operations-expand-28fd72ef-0d28-4bd8-a154-6ada93a478b3.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/aa24d82e-16c7-4e3e-868e-42bd32f593be?emailId=6168054386f8a20004666bf0&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.wsj.com/articles/l-a-port-to-operate-around-the-clock-to-ease-cargo-logjams-white-house-says-11634115601?st=uxtqpp2tm8apqvb&reflink=desktopwebshare_permalink
https://acowatch.me/2015/12/20/12-steps-to-the-triple-aim-or-value-based-healthcare/il_570xn-492906380_gl6f/
https://acowatch.me/2015/12/20/12-steps-to-the-triple-aim-or-value-based-healthcare/il_570xn-492906380_gl6f/
https://www.politico.com/news/2021/10/13/white-house-biden-gas-prices-515957?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.theguardian.com/commentisfree/2021/oct/13/american-workers-general-strike-robert-reich
https://www.youtube.com/watch?v=gj2iGAifSNI
https://www.wsj.com/articles/southwest-ceo-says-airline-recovering-after-slew-of-weekend-cancelations-11634051618?st=x3u6nehomk6oup3&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/southwest-ceo-says-airline-recovering-after-slew-of-weekend-cancelations-11634051618?st=x3u6nehomk6oup3&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/hollywood-crews-threaten-strike-if-deal-isnt-reached-with-producers-11634154093?st=yniftiogl2i9x8a&reflink=desktopwebshare_permalink
https://www.axios.com/john-deere-workers-contract-strike-f51298c6-a958-4809-b457-529f8a7b5f7e.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.axios.com/john-deere-workers-contract-strike-f51298c6-a958-4809-b457-529f8a7b5f7e.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.reuters.com/business/deere-workers-set-go-strike-uaw-fails-reach-deal-2021-10-13/
https://www.ft.com/content/98e17738-e523-4ad5-baa8-6d65eb5495f3?emailId=6167af6f6319d90004835ad4&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/e8ca2a08-308c-4324-8ed2-d788b074aa6c?segmentId=114a04fe-353d-37db-f705-204c9a0a157b&utm_source=Eurasia+Group+Signal&utm_campaign=53a0691db4-EMAIL_CAMPAIGN_2021_10_14_11_04&utm_medium=email&utm_term=0_e605619869-53a0691db4-134308033
https://www.ft.com/content/e8ca2a08-308c-4324-8ed2-d788b074aa6c?segmentId=114a04fe-353d-37db-f705-204c9a0a157b&utm_source=Eurasia+Group+Signal&utm_campaign=53a0691db4-EMAIL_CAMPAIGN_2021_10_14_11_04&utm_medium=email&utm_term=0_e605619869-53a0691db4-134308033
https://www.axios.com/bars-restaurants-angry-violent-customers-pandemic-515777d8-8550-4cee-9193-c55eda96d2f1.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/tech-global-minimum-corporate-tax-oecd-db82bb76-f6b9-4fca-9db0-21cd40d2ca24.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.axios.com/digital-services-tax-showdown-us-eu-looms-bef33696-6a3c-40a0-9142-13d112c935a5.html
https://www.wsj.com/articles/mass-evictions-didnt-result-after-u-s-ban-ended-despite-fears-11634203800?st=uii5a5axtcghzml&reflink=desktopwebshare_permalink
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• There is some good news—shipping costs between the U.S. and China are finally starting 

to decline.   

Crypto:  The long-awaited ETPs for cryptocurrencies may be coming soon.  The bad news is 

that they won’t be grantor trusts, like precious metals, but futures-based, similar to most of the 

commodity ETPs.  ETFs based on futures usually trigger a K-1 for tax accounting.  Anticipation 

of approval is lifting volume in crypto futures trading.   

 

China news:  China’s PPI jumps. 

• China’s September PPI hit a record on a yearly basis, rising 10.7%.  It’s the fastest 

increase in prices since 1995.  Almost all the rise is due to higher coal prices.   

 
 

Fortunately, CPI was quite tame, rising only 0.3% from last year.  Over the past decade, 

the correlation between CPI and PPI in China is a mere 19%; from 1997 to 2010, it was 

76%.   

• Home sales reported by China’s real estate firms are showing declines of 20% to 30% in 

what is usually a strong month for sales.  Given the role that residential real estate plays 

in China’s economy, if these declines are sustained, it will probably lead to a sharp drop 

in growth.   

• The crackdown on digital currencies in China continues.  Official media reports that law 

enforcement is expanding its crackdown on crypto trading.  Binance, a large crypto 

exchange, said yesterday that it would no longer trade crypto and CNY.  As China ousted 

bitcoin mining, miners have set up shop in the U.S. 

• About half of the world’s distressed dollar bonds are now represented by China’s real 

estate sector.  The issuance of dollar bonds from the Chinese real estate sector has 

essentially stopped.   

• The Xi government is expanding its regulation of the media industry, including those 

who operate on social media. 

https://www.caixinglobal.com/2021-10-01/cost-of-shipping-between-china-and-us-plunges-101782973.html
https://www.wsj.com/articles/bitcoin-fans-flock-to-the-futures-market-11634203801?st=51iemsustkbd43h&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/bitcoin-fans-flock-to-the-futures-market-11634203801?st=51iemsustkbd43h&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-factory-gate-prices-rise-at-record-pace-11634191041?st=ss0ht7slyg76xbj&reflink=desktopwebshare_permalink
https://www.ft.com/content/75871eb7-360e-40b5-9bb3-d65fbf649ee7?emailId=6168054386f8a20004666bf0&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/75871eb7-360e-40b5-9bb3-d65fbf649ee7?emailId=6168054386f8a20004666bf0&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.wsj.com/articles/chinese-developers-report-sharp-drops-in-monthly-home-sales-11634037472?st=pmyzyf9et2f7xoh&reflink=desktopwebshare_permalink
https://www.globaltimes.cn/page/202110/1236118.shtml
https://www.wsj.com/articles/binance-to-end-crypto-trading-in-chinas-yuan-11634118937?st=j8jo00hc1zth4pb&reflink=desktopwebshare_permalink
https://www.ft.com/content/50acdea5-cad1-4f39-8e6a-9be7ab78485d
https://www.yahoo.com/now/stanchart-ceo-sees-no-lehman-002634659.html
https://www.ft.com/content/b8effeb7-e553-4bb1-8ece-a610fcbcdbb2
https://www.wsj.com/articles/china-targets-news-media-in-xi-jinpings-campaign-to-expand-communist-party-control-11634054123?st=qw5yrza37u8ztbf&reflink=desktopwebshare_permalink
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• General Secretary Xi bid farewell to Chancellor Merkel, calling the German leader an 

“old friend,” a designation usually only offered to groundbreaking leaders like President 

Nixon.  Germany has maintained close ties to Beijing, a position that is often at odds with 

Washington.   

• Earlier this year, China arrested numerous actors and celebrities and, in some cases, tried 

to remove any trace of their social media existence.  In what has to be one of the more 

unusual actions, China is supporting the creation of virtual entertainers.  Essentially, 

these are virtual bands whose “members” have fans who follow them. For Beijing, virtual 

celebrities are much easier to control than human ones.   

International roundup:  Brexit returns to Northern Ireland. 

• The EU is easing border restrictions on the Ireland/Northern Ireland frontier.  The plan 

relaxes border controls significantly but still may not be enough for Westminster.  A 

major sticking point is that the EU insists that the European Court of Justice adjudicate 

claims, which is a problem for the Johnson administration. If these actions don’t lead to a 

satisfactory outcome, there is the potential for a hard border to return, likely ending the 

Good Friday Agreement. 

• French officials say that the U.S. and France continue to have notable differences on 

several issues.  Divisions between the U.S. and EU nations are a further indication of a 

fraying relationship. 

• Although the most common image of migrants trying to cross into the U.S. is that of 

desperately poor people making the attempt, there are reports that better-off migrants 

from South America are flying to Mexico and attempting to cross the border.  This news 

may suggest conditions in South America may be deteriorating.   

• Poland is fortifying its border with Belarus, as the latter has become a conduit for 

refugees from the Middle East.  Warsaw is worried that Belarus is weaponizing 

immigrant flows in a bid to force the EU to relax its sanctions on Minsk.   

• Japan is considering a major increase in defense spending to levels that would suggest it 

is ending its pacifist stance.  Threats from China, especially against Taiwan, are likely 

triggering the decision.   

• Chile has declared a state of emergency in its southern regions due to civil unrest.  

Indigenous groups are pushing for greater autonomy.   

• Reflecting George Steinbrenner’s management of the Yankees, President Erdogan of 

Turkey has fired two deputy governors of the Bank of Turkey; one was the only dissent 

of last month’s surprise rate cut.  The lira is down 1% today.   

• On October 1, Venezuela introduced a new currency, known as the “digital bolivar,” 

which was similar to the previous currency, except it has six fewer zeros in the 

denomination.  It appears the new currency is struggling to hold its value as well, as the 

central bank has been injecting around $40 million per week to prop up its value.  The 

economy is unofficially dollarized, meaning that about the only things citizens use the 

bolivar for are gasoline (which is heavily subsidized) and public transportation.   

https://www.politico.eu/article/chancellor-angela-merkel-china-president-xi-jinping-germany/
https://www.protocol.com/china/virtual-idols-metaverse-china
https://www.ft.com/content/98bd08ca-faee-4476-947d-2f3817928ee3?emailId=61670a7a6319d900048353ab&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://ec.europa.eu/commission/presscorner/detail/en/ip_21_5215?utm_source=POLITICO.EU&utm_campaign=45f420130e-EMAIL_CAMPAIGN_2021_10_14_05_06&utm_medium=email&utm_term=0_10959edeb5-45f420130e-190334489
https://www.politico.eu/article/eu-uk-northern-ireland-protocol-trade-brexit/?utm_source=POLITICO.EU&utm_campaign=45f420130e-EMAIL_CAMPAIGN_2021_10_14_05_06&utm_medium=email&utm_term=0_10959edeb5-45f420130e-190334489
https://www.politico.eu/article/eu-proposes/?utm_source=POLITICO.EU&utm_campaign=45f420130e-EMAIL_CAMPAIGN_2021_10_14_05_06&utm_medium=email&utm_term=0_10959edeb5-45f420130e-190334489
https://www.ft.com/content/053c3a21-166a-4c2f-b6f3-335ba70ef6c8
https://www.nytimes.com/2021/10/11/world/europe/france-us-differences-bruno-le-maire.html?smid=url-share
https://www.wsj.com/articles/middle-class-migrants-fly-to-mexico-and-then-cross-u-s-border-illegally-11634117401?st=5w09y9fuml8rtlm&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/middle-class-migrants-fly-to-mexico-and-then-cross-u-s-border-illegally-11634117401?st=5w09y9fuml8rtlm&reflink=desktopwebshare_permalink
https://www.politico.eu/article/poland-belarus-border-migrants-deaths-alexander-lukashenko/?utm_source=POLITICO.EU&utm_campaign=45f420130e-EMAIL_CAMPAIGN_2021_10_14_05_06&utm_medium=email&utm_term=0_10959edeb5-45f420130e-190334489
https://www.reuters.com/world/asia-pacific/with-an-eye-china-japans-ruling-party-makes-unprecedented-defence-spending-2021-10-13/
https://www.aljazeera.com/news/2021/10/12/chile-declares-state-of-emergency-over-mapuche-conflict?utm_source=Eurasia+Group+Signal&utm_campaign=53a0691db4-EMAIL_CAMPAIGN_2021_10_14_11_04&utm_medium=email&utm_term=0_e605619869-53a0691db4-134308033
https://www.ft.com/content/88cbe503-e5a0-40d4-8b6e-17ee9567bb97
https://www.ft.com/content/88cbe503-e5a0-40d4-8b6e-17ee9567bb97
https://www.aljazeera.com/economy/2021/10/12/venezuela-burns-through-cash-to-shore-up-new-bolivar?utm_source=Eurasia+Group+Signal&utm_campaign=53a0691db4-EMAIL_CAMPAIGN_2021_10_14_11_04&utm_medium=email&utm_term=0_e605619869-53a0691db4-134308033
https://www.aljazeera.com/economy/2021/10/12/venezuela-burns-through-cash-to-shore-up-new-bolivar?utm_source=Eurasia+Group+Signal&utm_campaign=53a0691db4-EMAIL_CAMPAIGN_2021_10_14_11_04&utm_medium=email&utm_term=0_e605619869-53a0691db4-134308033
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COVID-19:  The number of reported cases is 239,258,937, with 4,876,197 fatalities.  In the 

U.S., there are 44,684,338 confirmed cases with 719,546 deaths.  For illustration purposes, the 

FT has created an interactive chart that allows one to compare cases across nations using similar 

scaling metrics.  The FT has also issued an economic tracker that looks across countries with 

high-frequency data on various factors.  The CDC reports that 489,254,145 doses of the vaccine 

have been distributed with 404,371,247 doses injected.  The number receiving at least one dose 

is 217,627,490, while the number receiving second doses, which would grant the highest level of 

immunity, is 187,937,559.  For the population older than 18, 68.0% of the population has been 

vaccinated.  The FT has a page on global vaccine distribution.  The Axios map continues to show 

improvement in COVID-19 cases, especially in the south.  It appears that the real risk of 

infection is tied to being indoors.  If so, as the weather cools, we will likely see cases rise across 

the northern states.   

• The WHO has created a new 26-member scientific panel to restart the study of the 

pandemic’s origins.  We doubt this new panel will have any better reception from 

Beijing.   

• New studies suggest that mixing the mRNA vaccines for boosters may be more effective.  

The FDA continues to consider guidelines on booster authorization. 

• China has begun to administer boosters to high-risk patients and the elderly. 

 

U.S. Economic Releases  

 

Jobless claims fell more than forecast in the week ending October 9, according to the Department 

of Labor. Initial claims came in at 293K compared to expectations of 326K. The previous report 

was revised upward from 326K to 329K.  
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https://www.nytimes.com/live/2021/10/13/world/covid-delta-variant-vaccine?campaign_id=51&emc=edit_mbe_20211014&instance_id=42815&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=71601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.axios.com/covid-cases-deaths-pandemic-winter-796f0262-e788-42d5-b254-09e30aab5634.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.science.org/content/article/who-unveils-candidates-new-panel-restart-study-pandemic-s-origins
https://www.washingtonpost.com/world/2021/10/13/who-covid-origins-sago/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F34f9156%2F6167ab889d2fda9d410e84cc%2F596b53f6ae7e8a44e7d597a3%2F11%2F71%2F6167ab889d2fda9d410e84cc
https://www.washingtonpost.com/world/2021/10/13/who-covid-origins-sago/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F34f9156%2F6167ab889d2fda9d410e84cc%2F596b53f6ae7e8a44e7d597a3%2F11%2F71%2F6167ab889d2fda9d410e84cc
https://www.scmp.com/news/china/diplomacy/article/3150901/china-likens-us-hunt-covid-19-origins-lies-over-wmds-iraq?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3150901
https://www.scmp.com/news/china/diplomacy/article/3150901/china-likens-us-hunt-covid-19-origins-lies-over-wmds-iraq?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3150901
https://www.nytimes.com/2021/10/13/health/johnson-vaccine-booster-fda.html?smid=url-share
https://www.ft.com/content/94c3ee7e-98a1-49c5-9fc7-4daedac311d7
https://www.nytimes.com/live/2021/10/13/world/covid-delta-variant-vaccine/china-boosters-covid
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The chart above shows the four-week moving average of initial claims.  The moving average fell 

from 344.75K to 334.25K. 

 

The prices paid by producers surged in September as supply chain disruptions have pushed 

production costs higher.  The Producer Price Index (PPI) rose 8.6% from the prior year 

compared to expectations of 8.7%.  Excluding food and energy, PPI rose 8.3% from the prior 

year compared to expectations of 7.1%.  Additionally. Core PPI, which excludes food, energy, 

and trade, rose 5.9% from the prior year compared to expectations of 6.5%. 

 

 
 

The chart above shows the monthly change in core PPI. The index slowed to 0.1% from the prior 

month, suggesting that, broadly speaking, producer prices are rising at a slower pace.   

 

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 Langer Consumer Comfort w/w 10-Oct 53.4 ***

EST Speaker or event

8:35 James Bullard Takes Part in Virtual Discussion President of the Federal Reserve Bank of St. Louis

9:45 Raphael Bostic Takes Part in Panel on Inclusive Growth President of the Federal Reserve Bank of Atlanta

12:00 Lorie Logan Gives Speech on Policy Implementation New York Federal Reserve Executive Vice President

13:00 Thomas Barkin Gives Speech President of the Federal Reserve Bank of Philadelphia

13:00 Mary Daly Speaks at Conference on Small Business Credit President of the Federal Reserve Bank of San Francisco

18:00 Patrick Harker Discusses the Economic Outlook President of the Federal Reserve Bank of Philadelphia

Economic Releases

Fed Speakers or Events

District or position

 
 

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 

 
Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China CPI y/y Sep 0.7% 0.8% 0.8% *** Equity and bond neutral

PPI y/y Sep 10.7% 9.5% 10.5% ** Equity bearish, bond bullish

Japan Industrial Production m/m Aug -3.6% -3.2% *** Equity bearish, bond bullish

Capacity Utilization m/m Aug -3.9% -3.4% *** Equity bearish, bond bullish

India Wholesale Prices y/y Sep 10.7% 11.4% 11.2% ** Equity and bond neutral

Australia Consumer Inflation Expectation m/m Oct 3.6% 4.4% ** Equity bullish, bond bearish

Employment Change m/m Sep -138.0k -146.3k -110.0k *** Equity bearish, bond bullish

Participation Rate m/m Sep 64.5% 65.2% 64.7% ** Equity and bond neutral

Unemployment Rate m/m Sep 4.6% 4.5% 4.8% *** Equity bullish, bond bearish

New Zealand REINZ House Sales y/y Sep -37.9% -26.5% ** Equity bearish, bond bullish

South Korea Import Price Index y/y Sep 26.8% 21.6% ** Equity and bond neutral

Export Price Index y/y Sep 20.2% 18.6% ** Equity and bond neutral

EUROPE

Switzerland Producer & Import Prices y/y Sep 4.5% 4.4% ** Equity and bond neutral

Russia CPI w/w 11-Oct 0.2% 0.3% ** 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) 13 12 1 Down

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

TED spread (bps) 9 8 1 Neutral

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

10-yr T-note (%) 1.53 1.54 -0.01 Down

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

EUR/USD 3-mo swap (bps) 19 19 0 Down

Currencies Direction

dollar Down Neutral

euro Up Up

yen Down Neutral

pound Up Neutral

franc Up Neutral

Central Bank Action Current Prior Expected

China Lending Facility Rate 2.950% On forecast  
 

 

Commodity Markets 
 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 
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Price Prior Change Explanation

Brent $84.23 $83.18 1.26% Bullish IEA report

WTI $81.39 $80.44 1.18%  

Natural Gas $5.72 $5.59 2.33%  

Crack Spread $22.41 $22.44 -0.13%

12-mo strip crack $22.94 $22.95 -0.05%

Ethanol rack $2.56 $2.56 0.16%

Gold $1,798.11 $1,792.97 0.29%

Silver $23.28 $23.09 0.80%

Copper contract $457.00 $451.60 1.20%

Corn contract $513.75 $512.25 0.29%

Wheat contract $723.25 $718.75 0.63%

Soybeans contract $1,198.75 $1,195.25 0.29%

Baltic Dry Freight 5,206            5,378            -172

Actual Expected Difference

Crude (mb) 1.1

Gasoline (mb) 1.3

Distillates (mb) -1.0

Refinery run rates (%) 0.40%

Natural gas (bcf) 95.0

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 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 

Eastern regions, with wet conditions in the Pacific Northwest, Texas, and Florida. There is a 

tropical disturbance northeast of Turks and Caicos, but it is not 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 10/13/2021 close) 
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(Source: Bloomberg) 
 

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

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

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

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

Asset Class Performance – (as of 10/13/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0% 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

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 14, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 10/13/2021 = 21.8x

 
 

Based on our methodology,1 the current P/E is 21.8x, up 0.1x from last week.  The rise in the 

multiple is mostly due to increasing index values.   
 

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. 


