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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 25, 2021—9:30 AM EDT] Global equity markets are generally higher this 

morning.  In Europe, the EuroStoxx 50 is up 0.9% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed down 0.2%.  Chinese markets were higher, with the Shanghai Composite up 

0.8% from its prior close and the Shenzhen Composite up 0.5%.  U.S. equity index futures are 

signaling a higher open.  With 117 companies having reported, the S&P 500 Q3 2021 earnings 

stand at $51.60, higher than the $50.34 forecast for the quarter.  The forecast reflects a 27.5% 

increase from Q3 2020 earnings.  Thus far this quarter, 82.1% of the companies have reported 

earnings above forecast, while 12.8% 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 (10/18/2021): “Revisiting Thucydides” 

• Weekly Energy Update (10/21/2021): Oil prices move higher as there was a surprise 

inventory decline.   

• 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 (10/22/2021) (with associated podcast): We recap the annual 

cost-of-living increase in Social Security payments.  

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

Globalization” 

 

Good morning and happy Monday, the last in October.  Risk markets are trending higher this 

morning, with WTI moving over $85 per barrel.  Much of the country is being rocked by wild 

weather.  Anyone watching the late NFL game saw two teams dealing with torrential rain.  

California, which has been dealing with drought, is now facing heavy rains that are causing 

mudslides.  In Missouri and Illinois, the late evening was all about tornadic activity and 20o 

temperature swings.  The northeast is preparing for an early season nor’easter.  Our coverage this 

morning begins with economics and policy.  We update the latest on the budget and discuss the 

upcoming FOMC meeting.  China news is next.  Real estate and defense are front and center.  

The international roundup follows, with Turkey and Poland leading the news.  We then look at 

crypto; the new ETF and Tether are the focus. We close with our regular pandemic coverage.   

 

 

 

 

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_18_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_oct_21_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Oct_22_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-10-25-2021-11635147089?st=xbo4tuy8bqh7qxt&reflink=desktopwebshare_permalink
https://www.axios.com/atmospheric-river-northern-california-flood-drought-4edd7acf-bb63-4680-912d-e18b2f4ebfd2.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/atmospheric-river-northern-california-flood-drought-4edd7acf-bb63-4680-912d-e18b2f4ebfd2.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.cnn.com/2021/10/24/weather/bomb-cyclone-noreaster-severe-weather/index.html
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Economics and policy:  The budget and the Fed lead the news. 

• Budget negotiations continued over the weekend, and the Democratic leadership says 

they are “close” to a deal.  A “billionaire’s tax,” which would include a version of a 

wealth tax, is apparently being discussed.  The budget is being pared back; the current 

“talk” is around $2.0 trillion, down from $3.5 trillion earlier.  This report details the 

current state of the negotiations, including what is still in the mix and what has been 

pared or cut out completely. 

• The FOMC meets on November 3, and it looks increasingly like the central bank will 

announce tapering. Recent comments from Chair Powell were more hawkish than usual.  

He admitted this transitory inflation talk no longer reflects the current situation.  Turning 

hawkish now won’t help him in his renomination efforts, but we are fast approaching the 

point where the president can nominate a replacement.  If Powell is going to be replaced, 

the new chair nominee will need to be named in the next three weeks or so.   

• In Europe, the energy crisis continues.  The latest nation to face problems is Moldova, 

which has declared a state of emergency due to the lack of supplies.  Russia has been 

pressuring this country for years and is apparently using Europe’s natural gas crisis as a 

lever to gain additional influence.   

• Inflation is a growing worry; companies increasingly signal that their costs are rising fast 

and may outstrip their power to pass the increases to consumers.  If so, earnings could be 

adversely affected next year.  So far, though, companies are still passing on price 

increases.   

• Although the level of workers on strike is still low relative to history, the numbers are 

rising.  President Biden has not publicly supported the labor actions.  The most likely 

reason he has been reticent is that the strikes add to inflation pressures.  Wage pressure is 

expected to remain elevated. 

• The supply chain problems are well known, but we noticed an interesting bit of news.  

Local regulations limited how high containers could be stacked in California, 

exacerbating the supply problem.  A recent Twitter blast seems to have led some 

localities to temporarily relax the rules, adding storage capacity.   

• There has been an uptick in hacking activity originating from Russian crime groups.  

Official Russian cybersurveillance activity has also increased.   

China news:  Real estate and defense are in the headlines.   

• Last week, we noted one way we know that China was getting serious about bringing 

their property sector under control would be to implement a property tax.  Politically, a 

property tax would affect nearly anyone from the middle class to the wealthiest, a group 

that usually has some degree of influence.  It looks like the Xi regime is floating a larger 

trial balloon on this issue and is something we will be watching carefully in the coming 

months.   

• On the defense front, the fallout from China’s summer test of a hypersonic missile 

continues to resonate.  This system would seriously undermine U.S. antimissile defenses 

and potentially change the balance of power between the two nations.  According to 

https://www.ft.com/content/a101a983-7377-4451-9d46-d62a399413c1
https://www.ft.com/content/af33dbc4-985a-4edb-b6c1-db4dcc51fffc
https://www.wsj.com/articles/tax-on-billionaires-unrealized-gains-will-likely-be-in-budget-package-democrats-say-11635096384?st=bbc523drbcuznsi&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/tax-on-billionaires-unrealized-gains-will-likely-be-in-budget-package-democrats-say-11635096384?st=bbc523drbcuznsi&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-pares-back-policy-goals-in-search-of-a-deal-11635067802?st=2xbgcroncepf85x&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/10/25/whats-still-in-the-dem-megabill-cheat-sheet-on-12-big-topics-516844?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.wsj.com/articles/fed-prepares-to-taper-stimulus-amid-more-doubts-on-inflation-11635154202?st=sq98dzxgs0f3phq&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fed-chairman-jerome-powell-says-supply-side-constraints-are-creating-more-inflation-risk-11634917630?st=blroafwb0ip1hih&reflink=desktopwebshare_permalink
https://www.ft.com/content/849e05db-3b8f-4e9d-afaa-8c28c8670310
https://www.ft.com/content/36f0b102-b9a0-4f52-96b3-fc3a51729375
https://www.wsj.com/articles/u-s-companies-bet-shoppers-will-keep-paying-higher-prices-11635067802?st=t2mw2srqsgd7un7&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-companies-bet-shoppers-will-keep-paying-higher-prices-11635067802?st=t2mw2srqsgd7un7&reflink=desktopwebshare_permalink
https://www.morningbrew.com/hr/stories/2021/10/25/john-deere-kellogg-s-hollywood-striketober-2021-explained
https://www.nbcnews.com/politics/white-house/biden-sidelines-striketober-economy-balance-n1282094
https://www.axios.com/business-leaders-expect-wages-to-keep-going-up-122e147b-3ced-4c5a-96e6-7f022c357e6e.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.morningbrew.com/daily/stories/2021/10/22/did-a-twitter-thread-just-save-christmas
https://www.morningbrew.com/daily/stories/2021/10/22/did-a-twitter-thread-just-save-christmas
https://www.wsj.com/articles/microsoft-solarwinds-hackers-continue-to-hit-technology-companies-11635145200?st=p07gc9yx8dkxtwi&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/10/25/us/politics/russia-cybersurveillance-biden.html?smid=url-share
https://npcobserver.com/2021/10/23/npc-standing-committee-authorizes-property-tax-pilots-with-translation-of-the-authorization/
https://www.ft.com/content/d4b2c109-75dd-4c04-8291-ae4a5016063b
https://www.ft.com/content/d4b2c109-75dd-4c04-8291-ae4a5016063b
https://www.ft.com/content/f647d654-e870-4829-8dc2-90c98985c034
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reports, China is also working on an anti-satellite system that would attach to the 

satellite’s boosters and could disable it at will.   

• General Secretary Xi gave a talk that clarified the “common prosperity” mandate.  It 

appears more about taxing the rich than giving money to the poor.  The “iron rice bowl” 

policies of the past tended to bring low productivity, something that Xi likely wants to 

avoid.  On the other hand, he also wants to curb the power of entrepreneurs.   

• Evergrande (EGRNF, USD, 0.36) has reportedly resumed working on some projects.  It 

isn’t clear if the firm has found financing to continue or if this is a publicity action taken 

to reassure investors.   

• U.S. intelligence agencies are warning firms in biotech and AI that Chinese intelligence 

is targeting these industries.  China is reportedly seeking to gather information from 

American firms, while Beijing denies similar access for U.S. firms.   

• Tesla (TSLA, USD, 909.68) is reportedly helping Chinese auto battery makers get access 

to the U.S. EV industry.   

• China has passed a new law that will give it expanded powers to police its land borders.  

This may coincide with the situation in Afghanistan, raising fears of refugee flows.   

International roundup:  Turkey and the EU lead today’s news. 

• President Erdogan declared 10 western ambassadors “persona non grata” after they 

released a public letter calling for the release of Osman Kavala, who was acquitted in 

2020 on charges he organized protests to overthrow Erdogan’s government.    The 

ambassadors, who represent Canada, Denmark, Finland, France, Germany, the 

Netherlands, New Zealand, Norway, Sweden, and the U.S., will likely be forced to leave 

the country.  The Turkish lira was already under pressure due to Erdogan’s persistent 

interference with monetary policy.  This latest action will likely increase the pressure 

further.  Although we have seen nothing official yet, there is growing speculation that 

some Turkish envoys will be sent home by the EU if Erdogan continues to push for 

ousting European representatives.   

• Poland remains at odds with other members of the EU over the role of the European 

Court of Justice.  Warsaw claims its courts have supreme power within Poland.  The EU 

claims otherwise.  So far, the “Merkel method” of handling disputes, which is to discuss 

them endlessly with hopes they go away, remains in place.  Poland has reacted angrily to 

the threat of subsidy cuts if it maintains its position.  However, unlike the U.K., Poland 

shows no desire to leave the EU; it just wants to disobey it.   

• Colombia’s most wanted illegal drug kingpin, Dairo Antonio Úsuga, known as Otoniel, 

has been arrested.  He could be extradited to the U.S.   

• The G-20 meetings on climate change will be held this week; so far, members are divided 

on the path forward.   

• The government in Sudan has been ousted in a coup.  The government has been 

dissolved, and the coup leaders have declared a state of emergency.   

• Bosnia has been a frozen conflict area since the mid-1990s.  As part of the ceasefire, a 

Serb enclave within Bosnia was created.  The leader of that enclave, Milorad Dodik, is 

https://www.scmp.com/news/china/military/article/3153174/chinese-scientists-build-anti-satellite-weapon-can-cause?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3153174
https://www.wsj.com/articles/xis-common-prosperity-in-theory-and-practice-11635130856?st=h1ndryl1byk6ian&reflink=desktopwebshare_permalink
https://www.ft.com/content/ebddd545-dce2-45a4-a5de-b7ee33edb4b7
https://www.ft.com/content/4b2a8252-164c-402b-9413-dee87a373cc3?emailId=6172b84cd913ff0004773708&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://www.wsj.com/articles/counterintelligence-head-narrows-focus-to-five-technologies-critical-to-u-s-dominance-11634907600?st=7rmz0rvluj4axch&reflink=desktopwebshare_permalink
https://www.reuters.com/business/autos-transportation/tesla-looks-pave-way-chinese-battery-makers-come-us-2021-10-21/
https://www.dw.com/en/china-passes-new-border-law-amid-concerns-about-india-afghanistan/a-59608911?utm_source=Eurasia+Group+Signal&utm_campaign=cc639e9271-EMAIL_CAMPAIGN_2021_10_25_11_20&utm_medium=email&utm_term=0_e605619869-cc639e9271-134308033
https://www.ft.com/content/5d0cec70-3c7e-46e7-a3cf-4330e72328ca
https://www.washingtonpost.com/world/erdogan-turkey-osman-kavala-persona-non-grata/2021/10/23/ec5104ca-340d-11ec-8036-7db255bff176_story.html
https://www.politico.eu/article/turkey-western-ambassadors-persona-non-grata-civil-rights/?utm_source=POLITICO.EU&utm_campaign=1a1be12370-EMAIL_CAMPAIGN_2021_10_25_04_56&utm_medium=email&utm_term=0_10959edeb5-1a1be12370-190334489
https://www.ft.com/content/6aa68c7a-4756-4d8d-bff2-aaacfbf4185c
https://www.ft.com/content/6aa68c7a-4756-4d8d-bff2-aaacfbf4185c
https://www.ft.com/content/a101a983-7377-4451-9d46-d62a399413c1
https://www.cnbc.com/2021/10/22/turkish-lira-drops-to-new-all-time-low-after-rates-slashed.html?utm_source=POLITICO.EU&utm_campaign=1a1be12370-EMAIL_CAMPAIGN_2021_10_25_04_56&utm_medium=email&utm_term=0_10959edeb5-1a1be12370-190334489
https://www.cnbc.com/2021/10/22/turkish-lira-drops-to-new-all-time-low-after-rates-slashed.html?utm_source=POLITICO.EU&utm_campaign=1a1be12370-EMAIL_CAMPAIGN_2021_10_25_04_56&utm_medium=email&utm_term=0_10959edeb5-1a1be12370-190334489
https://twitter.com/ischinger/status/1451973356719325184?utm_source=POLITICO.EU&utm_campaign=1a1be12370-EMAIL_CAMPAIGN_2021_10_25_04_56&utm_medium=email&utm_term=0_10959edeb5-1a1be12370-190334489
https://twitter.com/ischinger/status/1451973356719325184?utm_source=POLITICO.EU&utm_campaign=1a1be12370-EMAIL_CAMPAIGN_2021_10_25_04_56&utm_medium=email&utm_term=0_10959edeb5-1a1be12370-190334489
https://www.politico.eu/article/poland-hungary-rule-of-law-court-of-justice-of-the-european-union-gears-up-battle-of-its-life/?utm_source=POLITICO.EU&utm_campaign=1a1be12370-EMAIL_CAMPAIGN_2021_10_25_04_56&utm_medium=email&utm_term=0_10959edeb5-1a1be12370-190334489
https://www.politico.eu/article/poland-hungary-rule-of-law-court-of-justice-of-the-european-union-gears-up-battle-of-its-life/?utm_source=POLITICO.EU&utm_campaign=1a1be12370-EMAIL_CAMPAIGN_2021_10_25_04_56&utm_medium=email&utm_term=0_10959edeb5-1a1be12370-190334489
https://www.politico.eu/article/germany-angela-merkel-eu-financial-sanctions-poland-hungary/?utm_source=POLITICO.EU&utm_campaign=1a1be12370-EMAIL_CAMPAIGN_2021_10_25_04_56&utm_medium=email&utm_term=0_10959edeb5-1a1be12370-190334489
https://www.ft.com/content/ac57409d-20c9-4d65-9a5d-6661277cd9af
https://www.washingtonpost.com/world/2021/10/24/colombia-otoniel-drug-cartel-arrested/?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%2F35163da%2F61762ad79d2fda9d41232873%2F596b53f6ae7e8a44e7d597a3%2F31%2F61%2F61762ad79d2fda9d41232873
https://www.nytimes.com/2021/10/23/us/ototoniel-captured-colombia.html?smid=url-share
https://www.reuters.com/business/environment/g20-split-over-coal-15-degree-climate-limit-ahead-rome-summit-sources-2021-10-21/
https://www.bbc.com/news/world-africa-59033142?utm_source=Eurasia+Group+Signal&utm_campaign=cc639e9271-EMAIL_CAMPAIGN_2021_10_25_11_20&utm_medium=email&utm_term=0_e605619869-cc639e9271-134308033
https://www.washingtonpost.com/politics/bosnian-serb-police-drill-seen-as-separatist-provocation/2021/10/22/e5db5cac-3346-11ec-8036-7db255bff176_story.html?utm_source=Eurasia+Group+Signal&utm_campaign=cc639e9271-EMAIL_CAMPAIGN_2021_10_25_11_20&utm_medium=email
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threatening to separate from Bosnia to join Serbia, which would likely restart the 1995 

conflict.   

• A deal to recapitalize Monte del Paschi (BMDPF, USD, 1.28), an Italian bank, has failed.   

• U.K. exporters are facing an end of a grace period for exports to the EU.  There is a risk 

that exports will decline as firms in Britain struggle to master the new regulations.   

• Earlier this year, Chile began the process of creating a new constitution.  Left-wing 

pressures to change the current constitution, which bears the marks of the transition from 

Pinochet, were strong.  In an interesting twist, recent polls show that a far-right candidate 

is surging in the presidential polls.  José Antonio Kast is rising in popularity on his anti-

immigration stance. The vote occurs on November 21.   

Crypto:  Investors should exercise caution with the new ETF, and stablecoins are a cause for 

concern.     

• As we noted last week, the new bitcoin ETF (BITO, USD, 39.51) has seen its market 

capitalization exceed 1.0 billion, the fastest that an ETF has ever reached this mark.  As 

we also noted last week, the structure of this product, which uses futures instead of 

actually holding bitcoin, will be a significant drag on performance and create 

opportunities for futures traders.  Although gold has a similar term structure in the futures 

markets, most of the ETFs attached to gold are grantor trusts, which actually hold the 

metal, eliminating the roll yield problem.   

• Although “black swans” by definition are unpredictable, we speculate on what could be 

the next trigger for a financial crisis.  Our bet has been stablecoins, which have all the 

characteristics that would make them runnable (something that has gotten the attention of 

regulators).  Tether is the one coin facing increasing scrutiny.  A major customer disputes 

the company’s claims it backs its coin with USD.   Hindenburg, a short-seller, is offering 

a $1.0 million bounty on information about Tether’s reserves.   

• Near the end of the Trump administration, the Comptroller of the Currency eased 

regulations and allowed banks to trade cryptocurrencies on behalf of their clients.  So far, 

the Biden administration hasn’t reversed the ruling.   

COVID-19:  The number of reported cases is 243,780,679, with 4,950,324 fatalities.  In the 

U.S., there are 45,444,779 confirmed cases with 735,941 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 503,493,015 doses of the vaccine 

have been distributed, with 413,645,478 doses injected.  The number receiving at least one dose 

is 220,351,217, while the number receiving second doses, which would grant the highest level of 

immunity, is 190,578,704.  For the population older than 18, 68.9% of the population has been 

vaccinated.  The FT has a page on global vaccine distribution.      

• As U.S. cases fall, there has been a gradual relaxing of restrictions.  Foreign visitors are 

being allowed into the U.S. if they are vaccinated.   

• Germany is seeing a new surge in cases, consistent with climate conditions that 

encourage indoor activity.   

https://www.washingtonpost.com/politics/bosnian-serb-police-drill-seen-as-separatist-provocation/2021/10/22/e5db5cac-3346-11ec-8036-7db255bff176_story.html?utm_source=Eurasia+Group+Signal&utm_campaign=cc639e9271-EMAIL_CAMPAIGN_2021_10_25_11_20&utm_medium=email
https://www.ft.com/content/5446c2f2-4fed-4894-bf7f-7b1b884e9607?emailId=61761b2b6cd0bb0004d68bab&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/6ee7c2fb-5cac-4ed5-900c-37b6b09ba464?emailId=61761b2b6cd0bb0004d68bab&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.gzeromedia.com/how-much-constitutional-change-will-chileans-get
https://www.as-coa.org/articles/poll-tracker-chiles-2021-presidential-race
https://www.wsj.com/articles/bitcoin-etfs-success-could-come-at-fundholders-expense-11635080580?st=98qugf3qu2bwjp6&reflink=desktopwebshare_permalink
https://www.bankofengland.co.uk/speech/2021/october/jon-cunliffe-swifts-sibos-2021
https://www.bankofengland.co.uk/speech/2021/october/jon-cunliffe-swifts-sibos-2021
https://www.ft.com/content/0035016c-29ad-4e6f-9163-2a17df490aa5?emailId=6172da48c8f9e80004830eb2&segmentId=b24b7365-3058-3306-740e-9eeee4834a62
https://www.ft.com/content/0035016c-29ad-4e6f-9163-2a17df490aa5?emailId=6172da48c8f9e80004830eb2&segmentId=b24b7365-3058-3306-740e-9eeee4834a62
https://www.ft.com/content/5b62d83d-c5f0-4586-b68c-b6facaba83a4?emailId=6172da48c8f9e80004830eb2&segmentId=b24b7365-3058-3306-740e-9eeee4834a62
https://www.ft.com/content/5b62d83d-c5f0-4586-b68c-b6facaba83a4?emailId=6172da48c8f9e80004830eb2&segmentId=b24b7365-3058-3306-740e-9eeee4834a62
https://www.politico.com/news/2021/10/22/trump-regulator-crypto-banks-516826
https://www.politico.com/news/2021/10/22/trump-regulator-crypto-banks-516826
https://www.nytimes.com/live/2021/10/24/world/covid-vaccine-boosters?campaign_id=51&emc=edit_mbe_20211025&instance_id=43700&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=72566&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.wsj.com/articles/u-s-covid-19-battle-turns-a-corner-as-borders-open-to-foreign-travelers-11635154201?st=87tw5e7n58t32qh&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/10/24/world/germany-covid-surge.html
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• The pandemic has lifted China’s exports and probably has delayed the transition toward a 

consumption-based economy.   

 U.S. Economic Releases  

 

U.S. economic activity slowed unexpectedly in October, according to the Federal Reserve Bank 

of Chicago.  The Chicago Fed National Activity Index, which measures economic activity and 

inflationary pressure, came in at -0.13 compared to expectations of 0.20. 
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The chart above shows the six-month moving average of the Chicago Fed National Activity 

Index. 

 

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

EDT Indicator Expected Prior Rating

10:30 Dallas Fed Manf. Activity m/m Oct 6.2 4.6 ***

Economic Releases

Fed Speakers or Events

No Fed speakers or events today  
 

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.  

https://www.wsj.com/articles/covid-19-sets-back-chinas-plans-to-rebalance-its-economy-11635084000?st=ze07935n5mn0bkm&reflink=desktopwebshare_permalink
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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. 

 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan PPI Services y/y Aug 1.0% 1.1% 1.2% ** Equity and bond neutral

Leading Index CI m/m Jul 101.3 104.1 ** Equity bearish, bond bullish

Coincident Index m/m Jul 94.4 94.5 ** Equity and bond neutral

EUROPE

Switzerland Domestic Sight Deposits CHF w/w 24-Sep 642.4b 636.0b * Equity and bond neutral

Total Sight Deposits CHF w/w 24-Sep 715.3b 714.7b * Equity and bond neutral

Germany IFO Business Climate m/m Oct 97.7 98.9 97.9 ** Equity and bond neutral

IFO Expectations m/m Oct 95.4 97.4 96.5 ** Equity and bond neutral

IFO Current Conditions m/m Oct 100.1 100.4 99.9 ** Equity and bond neutral

AMERICAS

Brazil FGV Consumer Confidence m/m Oct 76.3 75.3 ** Equity and bond neutral

Mexico Unemployment Rate m/m Oct 4.2% 4.3% 4.3% ** Equity and bond neutral

Economic Activity IGAE y/y Oct 4.3% 7.1% 6.4% ** 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. 
 

Today Prior Change Trend

3-mo Libor yield (bps) 12 12 0 Down

3-mo T-bill yield (bps) 5 6 -1 Neutral

TED spread (bps) 7 7 0 Neutral

U.S. Libor/OIS spread (bps) 7 7 0 Down

10-yr T-note (%) 1.67 1.63 0.04 Down

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

EUR/USD 3-mo swap (bps) 23 23 0 Down

Currencies Direction

dollar Up Down

euro Down Up

yen Down Neutral

pound Up Neutral

franc Down Neutral  
 

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 $86.35 $85.53 0.96%

WTI $84.91 $83.76 1.37%  

Natural Gas $5.65 $5.28 7.05%  

Crack Spread $19.66 $19.31 1.82%

12-mo strip crack $22.58 $22.05 2.42%

Ethanol rack $2.76 $2.76 0.00%

Gold $1,802.70 $1,792.65 0.56%

Silver $24.45 $24.32 0.51%

Copper contract $451.80 $449.80 0.44%

Corn contract $539.50 $538.00 0.28%

Wheat contract $763.50 $756.00 0.99%

Soybeans contract $1,241.00 $1,230.75 0.83%

Baltic Dry Freight 4,410            4,653            -243

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

throughout the Pacific, Southwest, and New England regions.  Cooler-than-normal temperatures 

are expected in the Rocky Mountain, Midwest, and Southeast regions.  The forecast calls for wet 

conditions for the New England region. Meanwhile, dry conditions are expected throughout most 

of the country.  There is no tropical cyclone activity expected for the next 48 hours.  We are now 

approaching the end of hurricane season, which concludes on November 30.  
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Data Section 
 

U.S. Equity Markets – (as of 10/22/2021 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 10/22/2021 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 21, 2021 
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P/E as of 10/20/2021 = 21.9x

 
 

Based on our methodology,1 the current P/E is 21.9x, up 0.1x from last week.  The rise in the 

multiple is mostly due to increasing index values offsetting strong earnings.   
 

 

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q1 and Q2) and two estimates (Q3 and Q4). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


