
 

 
 

 
MORNING BRIEFING 
October 26, 2021 
 
Less Worrisome Worry List, For Now 
 
 
 
 
 
 
 
 
 
 

YRI Monday Webinar. Instead of my regular Sunday video podcast, I’ve started doing 
webinars on Mondays at 11 a.m. EST as a better way to interact with you. You will receive 
an email with the link to the webinar one hour before showtime. I aim to keep them relatively 
short, say about half an hour. Replays are available here. As always, we welcome your 
feedback. 
  
Dr. Ed’s New Book. In Praise of Profits! is available on Amazon. Subscribers are invited to 
a free download of the Kindle or pdf version of my new book here. You can see key 
excerpts here as well. 
  
Strategy: Be Happy. The first paragraph of my 2018 book Predicting the Markets 
observes: “Books don’t usually come with theme songs. But if I had to pick one for my 
professional autobiography, it would be “Don’t Worry, Be Happy” (1988), written and sung 
by Bobby McFerrin. During the 40 years that I have spent on Wall Street as an economist 
and investment strategist, investors benefited from great bull markets in both stocks and 
bonds. Yet instead of being happy, it seemed to me that most investors were worried for 
most of that time.” 
  
There were lots of worried investors during September. In our September 13 Morning 
Briefing, we observed that a “long worry list is traditional this time of year.” The S&P 500 fell 
5.2% from its record high of 4536.95 on September 2 to 4300.46 on October 4 (Fig. 1). By 
last Thursday, October 21, it was back up by 5.8% to a new record high of 4549.78. Joe 
and I are still shooting for the index to hit 4800 by the end of this year and 5200 sometime 
next year. 
 

Check out the accompanying chart collection. 
  
(1) Monday webinars. (2) Hooray for profits! (3) Bobby McFerrin’s happy tune. (4) Halloween came 
early for stock investors. Xmas might have started early too. (5) Bull/Bear Ratio isn’t bullish, which is 
bullish. (6) Ex-FAAMGs, stocks are fairly valued. (7) Earnings picture remains bright. (8) Lots of very 
liquid liquidity sitting in demand deposits. (9) No fiscal cliff ahead. (10) Beijing says “Forget CO2, burn 
coal baby!” (11) Nord Stream 2 likely to be full of gas for Europe soon. (12) Evergrande is still in 
business. (13) Inflation remains the main worry on the worry list. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQXc9kQwGV7Wycr7CgXJKN4mzhRGS0kmKW4PS64-1HPk_WN9g8yX_xtSlVN2nf6l3Lfx-3W4GKK6662H98KW7Mrl1g66SvFRW4PCrj-10myM3W1S26Kv1jd3XcW2DVNmP5PfyMPW4hdFQl5s0lZ_W7h7xRM6jPD62W8Ds8kK66vhzJW5K9z-k4N6mt5TR2Bv4TMP_zN9l-NSRrg-9YW5pvdVs6bc-8vW2KJXQc5P2lblW3kw8m02PXDWyN1fGXtyGS1hTN1c5zw34WWnLMfb3D0JWSvlW4kb-YR391J_fW2pFXhJ7wYGqYW7hHdDT7Z7YZnW359KSc4h2cVpVKGj_q26ZK3tW75bC8r97sKPLW7Knxpb7Sq5VCVSdpfs8R2V-1W7qKr473W6xXmW5BX5ZB1N3ZlvN5Tnllw84xghVrZT2B2N8RbkW4HvdqV5_FSvwN6dFQWP46VtnMyYVqc7x8ZwV1jsSs8kS4FVVQyt2t4wdTNKW7XQzHq5NW7YxW3_ZXZz5J-KJwN4yNF0zVT2klW5JsKK_3XkjKgW3JBKdt55vyj2Vh4Xgk7GTRSlW4zQRTj73mz0NW7lrGq260xTrqW3QVJNk7yPYfHW2pKwdN1HFJHhW8r0ZTy16qyqfVc378B8k3gMyW4PBh0P1d5b2CW6w_tJS2BJxr3W31tc191V2p-MW454FYq8r_qj-N2n0PTMTRFLjW5-8DZ84qGYhTW4jSPJj1gPpfSVD6h7S2RZr-_W5YLpzP4yDDVmN20l3GHtYB7sW1f123B1rXB6YW8pkZ3M1G3lmnW3Yf78L1GzRt7W3VhBfm4n9tLLW8hyPGx3ttWYbN1z1VHr-yZ6HW99wQzS7T1SpmVPL5lG7_QHVPW48CmX83_C6GWW8vW5Bn1C1Y5hW6v1DnG2CzQ_1W2hDGY_6PcTPt3gXC1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX5nKv_V3Zsc37CgQnpN4TCTWNP4R41N60c_VZntXxHW5ZRmJn87HMZvW5vrqm89lW8jJN5KvdTkrft1dW5G7gTf2v_2fQW24qTqH7WY3lDW3623cd4YTs4lN20gNn9Gls4vW50dDDl9l_C5dW10-m2C2YfzZXW3ctWBf1VMgtlW7g13177lW2w_W93Lq5-2txZwxW8CzwNK3v_pZfW6ctx8l8tJXXVMqkZbH694JPW8P-6-B9c6_w6N13ymB1gSQp5W43BBfr44pTYPW5gSGv77K7_ysW8N-Y_S201GP8N7hj87_JR4Y3W4BPkm583M1nJW4Pg20h8_PKjwW3bg8M45JbrV0N6xwDybgYhq0W5VGpS549XQ9dW80xBB45KGcwzW6sFryn2ly0q0V5msJY5S3kzTVmhKwh7BkYKcW49Nd6z7RNDY6W5-3sRh76DDj1W41pwLw2HgTt5N49VplZtRmDlW3s4qq433T8DnW8hm5734HCxhD3psw1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX9kQwmV7Wycr7Cg-L_VtG4DX5rRDQDV_Hx6Y5cfn2xW5Grxsp4jKZrPW5XvB19534BDMW3FBqnV7H-Y5sN57JYSMnbjdXW4M3bXy80L7wlW2Vr_2T8smb2gW2GkNmF6npmm-N2xRbfpzL-YQW6J1sFT2gPjkqN3yzQtK5DCCLW2m4PFG8v7sJ4W5JWy__3ZWPcDW5c9-NP5NX65yW2n3sB85xp-CDW6qlyj96Ydmj0W3Xhvwv4JlL7rW4n49WR6_ZPcFW2BF8qp8hnTZvW4BSqRB3l1DLYW6SjxbX7wmb4DW5_XJ246wN089W1rWgBY5K_Mb1W2r-Qr36mTtp-W6lL-_33smy6SN1j6rDgTWqswW1c5McJ83BPjrW4rJP9X4M1hfdW4wMQxP5bfFLSW3H2Lch33XQt4W2RhVNV4ZmxDtW4LDcwR4_g89GVRXsYL5JcK8NW8Q14fg4MKsdvW8lMwgT4khT7RW2sHpQv35m0lqMFNC1rP4-pdN8CTVwK9PVx3W6zX4Rl1RyGYBW2GYTzt7PyH0QW45X2q6331x40W7yrd4L4St5J0N3G0MMjgRcJBW2TDSxc1LFRZHW58TJy_3v5T4FN13KZcHJ2NX_W56R01290JnxYW78F5C474ZrlPW2x7_Y215tm0DW40jhNf8hXcJgW2KYNCp6b0DFqW6r-6jM4RHk93N72w99gzyMJ2W3HC7Km5Q5pMdN8TSRcx_ST5GW1HWBkh1-KdJ7W6RzCQP5zTW0vW3Jcqk27d4TlQW4HyYgd89LlD-W8y1PHl15kl0HW2KfxHP6k9CrFW7SCDYB85n--lW84fBh93-N01SW8nn2lS90CLN0W7XMnbR33Wr1DW3wwR4Q6HFMlWW3qdw7S3J0GDMW7n9MzS4974ftW7V85Gp4cX9zm3q8l1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX9kQwmV7Wycr7CgGr1W25B7SY8XcpLKW7c7zWT7Xrs-JW1X9gWq6phL4fW6kcsB18F1-C0W3bDvt91Jp1RQW8HP3Z38qnj9-W3F4Kqr7zh1PbW4TmnFl51z7sxW9g7ZS_2TSFSxN7SR4YCtZB-SW28Pc098f-C1cW8JyxLh4WtZXKW3MfXR27_J5PfN8Jvqw5QqSs3N5fb05Z4-htWVhl4zd7DyBgPW4ZTtjQ52y7PdW7D4vsT3rNBnbW5zggzb85xD3QW7pBY4V4pLqm8W8wNRNL6h-XwYW220jb47Kp5LsW79s-s587PRy4W8fLNYh6yY7bRVxWV2p93wTlcN36JkDkNDTRkW6nKcfb3slZLlW6KsCyn8t97NmW24Hqxr1--ZNGW3TMLKD7kyQ1nW7HF7bH6khCBMW8tLQs23CCyqpW1SYm_83Jnj1pW6_w01G1404GZW1xmp2D1PcR5vN2M2GSs77Hm7N19NYjVkPxbKW887WxN7rlMVyW6YrpCh6ddjD5W6qT2pP86dr0kW19V1d83pvNRdW6dYGpv6ZVB7CW7NRbRY7Qvp0VW4bcGdH905yD7W1cYdzr8g33TkW5xg_4d6hP_cMW5KB4YV4pYQy0W59Z5Cl2RDm2_W28HtL06cJYZ1W52Y26T3TdrfvW1yqnC56KSb0vW97mPVl4p1Zs2W3lKgqr2k81fvW902w_73wX3c3W4Ntgmt2_MJ-dW1VmW9Y7TKkb-W7sQDzs8GVNZdW8Jw8Hr2LYt2BW3WzHrN3SYgjbW6ngtsx3yJ2q-W86PhK88ZWsYcW2_5Q1h4qjxSYW68lry031njs4W6VV10-45pf-FW5g2n-y2SzBwzW161N9Y2HzzBYW6YtDZw8pb3fHW5Lrq1j8WFWHzW7BF3SV1k55NQW5-7PJR1WrQ633pmh1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQXQ3q90JV1-WJV7CgGx3W4Kq5pg27-s4xW4v0xQg5RrwLsW7PpW8b6mSLpdW6TPVFh3FMQGdW4-BFYc5Q6M2pW8CQStY74xqbZW2pkYTp6bWxX3W1d3DZL4qklSTW6RHRKg8Y9phMW7M9M8276jwWvW8b-Qwh1G0DqkW7CYkgj21YX0hW920qDY7zCVkgN7Pd360PlkwlW1sSbsy48N83rW19S8tL18vdPLW9hWctc4Xkz0pF6vX_HPVTt9W93D13j6krG7wW8GCxNQ89PCJ3W2yJ34r6ZtHkwW5sskNB9hl1CbW7gCh0l62TT9pV4C6s11KytxcW89yP8V5xQQ03VykZts88RQFdN3jyCWKhXxfrW2Z--SX98Fy4P3fgq1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWkhfs0kVfR9K_7CgYlRW23VG-y1N2HlhW1290Wr51pwlsW4fm64Y1GTJjMW3tj_wS5RBY5BW6JjLjL7VFZbbW2hY-qC5Br5G8VPq-mN1Z1pnnN2bJlc_k8TMYW2phYRq5QhL8KMXyZl1JCjcsN99zBr_jpfTcVsHPs225xlx2W5zwsJx7Mj5KSW7S0qcL2_G4RDW5MCbcV3VYp90W44K9vc5ndP_3W4CLzVD7VHrd2W5tlcyr974ftnN1fQb2VGDZZNW7tqNJL3XcHVsW6Jz-T05PwSHpVGFx5H7TPBBrW5XV36_5DPBcHW2xzwDH42FBS4N8nN_LMYs_c-W9lQxR18yMSnDW23j2_R1J-Pl8W6t3hc95NLH2FW80g66D5wn_KFVhTLMW4Dg7mbW103P0t1Y0NrRW3GnYSw1PwR-gW5F1KkH5x8V7fW6ncyl-1Tg73-W8XvZ7q86g7jZN3mZ88FCN8djW59c3rc6FL8MpW14_5w81LXGcpVFJRYW2y781pW4VvXPg39npg0N1hD8fJ5nMd7W2BxV407n98kNW5T7C0q3Hctq2W8DYRdh6mj12mW53WVvk91bd3mW2YWYJT37tDrhW4vRDn37dS84nW7MMdHl5ZdL5yW809pbf69G7TyW8gKlMb7NpCQkW3Dp7c04thqCHN3PdD7ZxwXkJW7T_pFg5dg92bW1YDjLN3hQXFPW1_H38n6jsgY7VP8F_F5TWd_qW3XWDQz2Qrw_kW9kDmtf6PQ-qXW5l7M3b6ZQbt0W1lVpHl2NzSpXW4fsW0v4SMzM8N7njHC7ck1qGW1C8Bzd88TpG_W1MYHBP992rY_W97M5__8Kg10PN4Qg1JKS9Fl_W5z1g_Y31GnVGVhvQXj5nxcY1W1p4bWP7w2GPgW8Wcj4r2rSLZ4W8Q_HQx71LJz9V7YyRR7S2DP1W74swP17hnsVQN55-_lkVkwpdW8S0SZV2J3_9vW4ksNLl6Dc3dZW7TZTnH3-g88XW3qwpnK4379J9W8MXx1c3CplG3W27LQSZ25fK1yW3gwTNm4PylxpW6MxvS73gnk8RVwsDDG7dbJp3W6CVK_t31cLBNW28qMs84SdMpRW4TPDBt4DW6BwW6R-VWW52clxkW2Wq9Ph2CwxhnW6DBDgr8zYYKSW2Xv8Bf7ldWQPW5pcZxL7tz13yW5WgbJX3tB-91W7f1Gh54v1wrwW4b7tVt3gw-SkW5Z543Y37tLyBW7bQ4_l7k04mdMZbCkVgf6rjW1HJ_hh1RGRJVW1Hkb6y8WPzCpW28c2vL4dd6qfW7Gy-MW5F_vZ_Vmn47n7YNtRWW3DhJR86g_xxmN7mZDs95yhg7W7cQnM-5FXNkrW2FNxcm3mclN6W7cwHmd1fJ0jVW7fBT5W5ydDkkW4pSmh513thN9W4-WNLq2Cw7g-VqqLLz8vvKXXW8bM2w55fN_VBW3dSFWx2czXH3W3Y6pdd8G978-31MX1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQXc3q905V1-WJV7CgKc-W3_wMGw3XpXLWW4Tjxkw3myhYHW9kJ7m41DFrjPW3ngbVJ8f8vHcW9f1Jj68wbv_HVFZ-hy7sh2DTW6Yj6sZ4pfz_4W2j4bb12cXNGkW8LSYDN8vgdW2N5bcwqcBP5mpW7YYMXx6FmHjcN7ZylsPvNDLfW8JHjPH2Zh6qBW1KFt3h8y7Y3KW6Hd9zJ2BmLkXW1j_yyH4Cjq95W5Ff55-92tZcCVrNsDp4NXFf3W8ZgRqg2GCyR5W69W_-g2Rm9LYW40KMG89gfgY0W31m_Nz3FPwJ7N5g0QLk_PsNVW4W56Zn3CTxLt29l1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQXc3q905V1-WJV7CgKc-W3_wMGw3XpXLWW4Tjxkw3myhYHW9kJ7m41DFrjPW3ngbVJ8f8vHcW9f1Jj68wbv_HVFZ-hy7sh2DTW6Yj6sZ4pfz_4W2j4bb12cXNGkW8LSYDN8vgdW2N5bcwqcBP5mpW7YYMXx6FmHjcN7ZylsPvNDLfW8JHjPH2Zh6qBW1KFt3h8y7Y3KW6Hd9zJ2BmLkXW1j_yyH4Cjq95W5Ff55-92tZcCVrNsDp4NXFf3W8ZgRqg2GCyR5W69W_-g2Rm9LYW40KMG89gfgY0W31m_Nz3FPwJ7N5g0QLk_PsNVW4W56Zn3CTxLt29l1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7Cg_2nW4s5Gr-5bc-8QW2FSxwK1PmLBQW4Qkdvc6d6TnHW3zk9QX6sWf4QN7c1x7tgKLL1VdkYMx8X82qSN31-Xjc9rqDZVcLqlh1t_zVBW5hskxh1LL-J9W5qbp-M2vxY4TM2bYJ4mrsPkM38ChV_24tSW6vgW-c9ckxk-W217HFk81XMN4VJJhjx3N1GTKN7vkB3D6CRtxW3nYYkC3WV92PW9l3GX24djswXW303vQm17MXp_N5vr9llySKljW89PjPg8N4RpPV4y6kN1LDnnf38-q1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VWpr6C2S7lK4W8fdkK912fSTsW58c1_74z4R_yN2F3N2J3q8_QV1-WJV7CgXmGW2pS3D61Sqf3tW8qm7XV4T-HjMW1vvlWS3GDS20N8xnFJ87VSv0W4txt8S63cWHCW71Gpp-84hc_qW7S32Zs6Yr41DW71kwRn8nZQdHW1rCKv54q_3Q5W8qW6xv4dCXWLW50MRkC5Tz53HW60NMFy8blDCBW3v0srB2RdjplW3wbKlx9kvLDnW9dvWmT5dQgMfW33_rCf7KWRhfW2dzQNZ21f8DPW2hqNSt7zQ0FPW8McztB715-y2VJp7715KVd7lW853V111y7g-jN6_DYPsDRH6T3n9K1
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Investors may still be worried, but the stock market is happy. Let’s review why the worry list 
might have lightened up recently: 
  
(1) Sectors. During September’s swoon, S&P 500 Energy and Financials outperformed the 
other nine S&P 500 sectors and the broader index as follows: Energy (13.6%), Financials (-
0.8), Consumer Discretionary (-3.0), S&P 500 (-5.2), Consumer Staples (-5.4), Industrials (-
6.0), Materials (-6.7), Information Technology (-6.7), Communication Services (-6.8), 
Utilities (-7.1), Real Estate (-7.6), and Health Care (-8.0). (See Table 1.) 
  
The rebound from October 4 through October 21 was led by the Consumer Discretionary 
and Information Technology sectors: Consumer Discretionary (7.9), Information Technology 
(7.4), Materials (6.2), Industrials (5.9), S&P 500 (5.8), Financials (5.8), Real Estate (5.2), 
Energy (4.8), Health Care (4.5), Utilities (3.4), Communication Services (3.3), and 
Consumer Staples (3.0). (See Table 2.) 
  
(2) Technicals. The percent of S&P 500 companies showing positive y/y price comparisons 
on October 22 was 89.5%, solidly in bullish territory (Fig. 2). Likewise bullish was the 
percent of S&P 500 companies trading above their 200-day moving averages (dma) that 
day, which was 73.3% (Fig. 3). 
  
During September’s selloff, the S&P 500 remained above its 200-dma (Fig. 4). The S&P 
500 Transportation Index briefly dipped below its 200-dma but is back above that indicator 
of past momentum now (Fig. 5). The Nasdaq rebounded off its 200-dma in early October 
(Fig. 6). 
  
(3) Sentiment. The Investors Intelligence Bull/Bear Ratio dropped below 2.00 to around 1.85 
during the first three weeks of October as the percentage of bears rose to nearly a quarter 
of respondents to the sentiment survey, and the correction camp rose to about a third (Fig. 
7). For contrarians, these relatively high readings of investor caution are bullish. The S&P 
500 VIX, a measure of stock market volatility that tends to confirm extreme readings in the 
Investors Intelligence bearish percentage, was relatively calm at 15.4 on Friday (Fig. 8). 
  
(4) Valuation. The S&P 500’s forward P/E (i.e., based on the weighted average of this 
year’s and next year’s consensus earnings-per-share estimates) remained relatively high at 
20.9 on Friday (Fig. 9). The forward P/E of S&P 500 Value was relatively cheap at 16.5 
compared to Growth’s 28.1. Growth’s valuation multiple has been mostly boosted by the 
forward P/E of the Magnificent Five FAAMG (i.e., Facebook, Amazon, Apple, Microsoft and 
Alphabet/Google) stocks collectively, which was 35.4 on Friday (Fig. 10). The forward P/E 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgXlMW56D9gH6zwxKPN8lLdSWqdDT1W5xt5ss6yWLhwW2flGsR3Yv38JW18WXWt27V0PnN5hZ_jl4WXH8W8bmGDs6By433V69-rL8YCvqJW2D0Bg41-6LP6W75fJFs4RkHTSW2-DGwz5GwCF6W3LMfPn4vl9gFVn0KXj3lTYV_W504LYD20qbj3W8_d3-S6jBk02W6LKVwz4XHgH7W66ydgK4JJjDQW3Qlx6V6pFhRFW6rp7xr1Mzk7gW5yNQKj7CVdC5W4fSkRj169nGgW84WWQc7LzV7F3k7T1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7Cgz_NW6VZJVP24F3lbW9j-dXJ2SptMQW3pRnkB3qyFj7W8Yg5bV9h5SZtW70KFwN1xgk6DW9bLSxq3PKfvHN2skpDMH_QYVW8hsK0J9992RMW6W1cg35f-yMgW35xtyD5FGFgvW96grsH3Ky-WPW4S4L9Q12Y181W7TMfh53L6mfbW1DsYWj1Njcp2W1pL99Q6FRr_TW1d10RQ84sjb-W2QQvKl8T64WTW95vPJ17KM1PGN6dVDV4z41-HW5TRf7j89bQKJVptcLf4GRNzWW8fhmvM6g1r2s3d5M1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgC7cW8Jk8RN16tn3yW36wtKL2Gn_fkW4K3QqV4_pGdfV8Qltf70W7SzW5HCRX28BFQDhW6LnwgF2ZnN6qW1_0K8Z6_1HkjW9gQVfK6tYkV2W6Ph_MH8kJ7J1W15pSN6635kZtW3fgcmw1kRz0xW2bYbzf5WTps5W4sfdHl63q5vmW8fgDMM4bmC6ZN8hxvnZKZzd-W1p3YMq68q-Q3W333Yr47dlvM7W4xsVlk7TVgQNTl5Wv522D3cVq6BQd22Z4nxN2zfG8HcPptZW3McHDk2dqfmN35vT1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgCZ_V4H66j1KdLmmW6TZL8Z72g2L-Vms4Nn7Tc6FfW96czcv41Gl92W5xcmFH7PZjMmVgYsTc22wMq9N5--Rp6g5yN_N6q1qJpPzYMnW3Xlf1P1MrmX5W5Vj_fm3FWK7xW8y3SqH8R5pB4W8T162H48SSX1W4sKYKZ67GfgdW6W_9hG6ZmnV6W8hF7mx6FyZ3MW3q2Kfs81WfYjW6mj-8Y33p7Z4W6Vb2Cp6tTPGjW2SS8cr3zrLqFV1V-Tv8zcQR9W8vg_5m9j0h4-W441md97x1mFy350N1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgT2GW1_5SVC8bZTl1W77Vj4t9jlPh1W2tS25w5X-CzkW3Ck-jX3w3GtLW8vFqjn6wglSpW2q0BJs461m1bW5xhZNy3yBv5wW7wCkf56kYBNSW8xKFNM7Lc5KNW7pxg697b8q39W8wZXLN5tWDcNW8Y_s_f307YZMW3qDB4C4jL8j8Vgs1LF5WDm-jVv6C-q4HbWWdW3vpbMc7r3kNlW7rcxS1887dh4W5g5ZR_5FKBbGW88YcZG2KRBXhW2CYRCp8_XhGMW7XbN7h6YR58nW1J4Gs26ptB_V33Qw1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgMpqW7z2hKD3q3jYzW6KpqNn4B_05sW6gcWy35l08nkW4WJK8b5_zf1_W50SrxN3CbZvzN5FXZPTJkWnJW7Ss51W8_j4GTW2CNQCQ742NTdN3wQpTwHgX18W98Q1Yc8GTS-CW8Bcj094xwgJvW8VynRf3hDqnNW5npg8K1_4Tw-Vxwn225yVT_2N77-H-1_vKPcW6s-vj15MpwqdMVVWdKzv5kRW2ct59f8msMrbW8kbFWC926FM8W1r9Jk75q5RlvW1BjhYf656k8CW21lRNL1YZxZ93bJb1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgHF2W6VMQ9x6Y916bN4fsZZ0KJP4mN41H-vLxpdY5W6Y50Gd5yqRrBW8_t0VT1MNhgHW4ywWrB37cJ_VW2jtSm57FPgGrW77hMCd4kyRN2W3CvFmJ8D621LW2tLG2B4bkD_CW7XT0lV6kWT3LW3BhY9K7gy6vkW5Tqylm159q8tW8cPZTx4MzbDwW8bgVMP4SVxrkVJjX8Z6VPMF8W1MgH9d78RTDwN75FWG_XYcXtW5WmDMM1t2dKvW2xMnfz2hb1hcW1Xf7Bt8yYBRWW6ST3l963NmH93hPY1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgG33W1PjzsK8-Lt_wW2FWH3k4-Lph-N2v1h3bv472cW5Frh1K16hld8VsMtcW40kvBpW2S6MgX8TyqVVN43tVnxbdTncW349DpN2DMPYSW15BjZT8fvK0YW87dYCy576J00N4yL53gr94D7W58Hxr82SX2spW97yrrt4SsQ4XW85ZHXg8PmlgZW93Fpbt8rl3FsW1CjrWp53FfHpW34Zbdm6KNflyW11whMS4j2KMBW8TV5Lv29BVzwW42c6kB84pwtqW14Tjxd5nxktWW1wM9HL3FFn6h3hwz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgG33W1PjzsK8-Lt_wW2FWH3k4-Lph-N2v1h3bv472cW5Frh1K16hld8VsMtcW40kvBpW2S6MgX8TyqVVN43tVnxbdTncW349DpN2DMPYSW15BjZT8fvK0YW87dYCy576J00N4yL53gr94D7W58Hxr82SX2spW97yrrt4SsQ4XW85ZHXg8PmlgZW93Fpbt8rl3FsW1CjrWp53FfHpW34Zbdm6KNflyW11whMS4j2KMBW8TV5Lv29BVzwW42c6kB84pwtqW14Tjxd5nxktWW1wM9HL3FFn6h3hwz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgRdPW28s-DG3pJlfjW7tq5c68X9Yq7N3b3hRjR68vNW4FSgwR8g17KMN915XYcDVb6GVTD_gB5Kj90VW8sqFBy1RRJ7wW6Kt6WV8Hc9prW33nQMd4zq6m_W2dRZDT29wsrcW8P5SDr70Ng1kW7Ymm1n4mXhJHW73MMfV66RVWdW5KDG_R3f6Z3zW1KYVs69gcPBLW35HlSp28PvFHW8FVB0-1lj5n9W1LfPlD768n9hW5zbLBV4GVxWJVlndlp4D-pCWW28l5715CscmzVWRw-z6rKxlh3pFw1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgW6HW1Nr97Q774ZKZW49B8bm6Y4PBjW91F7JS2y0WM8W1Nycsb1nmWNbW3wtWkl46b6bwW1C7G855gh7BhW35yBVN23bmfKW17LsCc6_BDDQW89XQCx6PfNcPW5DsNS98qhwnkVS7FfR6R1p6YW24qNts6MLCg-W4n1V4x4rjYgFW3T1yvM47zpjyW440K8_6BQBV0N4DvjkNWYMHRW3S95MR5mjFggW266VGy1FpvZrN2F_Bcm2w4WbW4J_rmG3GHLvsW5VNyVG1KRfQ2W8s7vX45zpbFY3pyj1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgWYkW1bQX5W1c5nFkW1l-Qd05NvTxJW8VhDzF5rCb58W7FR_sw8XDs29MTJ1ZmhdMy_W1lzQnR6LrRtjW80Xzkm6b8chXVjVQdK69sdfMW3ccGvd33KW8kW1TB4Lb4Wwj8CVf4Ndc1C5FwnW5LsH0g8MFrKlW2t8Gtb1TLGfvW4ZTSg84nXl9vW8H5pVH42YdGYW4QB72K8h8zGkW8RB2CJ82x4SPW5Tfp1468QC_jVdw1b82MWwsgW2TbcTr8LKJ-DW1CTwGv18DkGKN43WG0ckSshs3k6D1
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of the S&P 500 excluding them was 17.8 on October 15. 
  
(5) Earnings. During the current Q3 earnings reporting season, company managements 
have been saying that their costs are rising and that they are experiencing shortages of 
parts and labor. But despite managements’ cautious guidance, analysts’ consensus 
earnings estimates have remained stable for Q4 and have continued to rise for the four 
quarters of 2022 (Fig. 11). As a result, S&P 500 forward earnings rose to yet another record 
high of $217.03 per share during the week of October 21 (Fig. 12). 
  
The S&P 500 Net Earnings Revisions Index has remained solidly in positive territory—at 
around 15.0 during October so far—as it has for the previous 10 months (Fig. 13). 
  
(6) Liquidity. It is widely expected that the Fed will start tapering its purchases of bonds 
following the November 2-3 meeting of the FOMC and stop doing so by mid-2022. Melissa 
and I agree with that assessment. The 10-year bond yield has reflected this outlook, rising 
from a recent low of 1.19% on August 4 to 1.63% on Monday. 
  
Nevertheless, there is ample liquidity in the Fed’s punch bowl to keep the party going in the 
stock market. The ratio of M2 to nominal GDP has been hovering around a record 90% in 
recent quarters through Q2 (Fig. 14). Demand deposits in M2 have soared by $2.9 trillion to 
a record $4.5 trillion during the 19 months of the pandemic through August (Fig. 15). 
  
(7) Fiscal policy. The Democrats in Congress are likely to cut back on their fiscal spending 
plans to get the votes needed to enact them through the reconciliation process. The plans 
will still be huge and stimulative. The debt ceiling is likely to be raised with the reconciliation 
process. On Sunday, House Speaker Nancy Pelosi (D-CA) was asked about using 
reconciliation to do so on CNN’s State of the Union. She responded, “That’s one path, but 
we’re still hoping to get bipartisanship.” 
  
(8) Energy crisis in China. China is the world’s top coal miner and consumer, and top 
emitter of CO2. The Chinese government has pledged to slash its carbon intensity—i.e., 
CO2 emissions per unit of GDP—by 2030, to become carbon neutral by 2060, and to halt 
its construction of coal power plants abroad. 
  
For now, however, the country has more immediate energy concerns. Winter is coming, and 
China is already having a below-average cold snap. Its winter heating needs are about to 
soar. The government is desperately scrambling to get more coal to generate more 
electricity after the country’s recent power crisis, which sparked energy rationing and an 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgWVJW91KkPK2r3HH5W4SGc7D8dM3YbW36xCXW91-bZzW4rw1Gr6VsKs_W78KTzT4RMWsQW12wQDs6bbNy7W1ll_Q62nj4tCW2jnFvf8xqB9xW78jdV-6SVRX3W3D8zdH5g1RMRW6PVKcb2vdJNfW4gkyLK1S2628W3nFGsD6Gl2dQW6lpN3b3j9t_KW3vKxVl65BNK8N1L7G-wXDRxnN1DGTR3Xmsv4W3s-cPZ64WL9fN7-3XPPZ5g2jN2G79zBdzTDPW5WKc_h3NF3BTW38lQFW3p_yBy3pww1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgY1mW1l4Zz82DZhxvW1W_wbm1Cys6wW4Y_g0l5vQ8zGW2N2l3p4Q3Rj4W3-VRBV2C6S73VV0nCr2F52JfVNlqbw7ywtptW8ZRDrF9h1V6vW2hhb3929LXFxW4Y3bND8H5PzYW1pC2jW13CBCDW6ffCZv1GZ8JGN55HpN9gVpkNW8RgJvv3pHxzSN5P0PpFt0y7gN6VhDq-701J9W4fnl4Y6PMdWHW6c5Xn-8rtQDGW8HB_Jm2svLgWW4909tQ8pBgN3W7ss5zn6rPt6GN9jS7nqgt0c33hH01
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgRCFW2bwHlX1PWn7sW2F1w5p5V8D74W1pBCwk4dq6cPW94knKp198bQ3V9tmsD77s3CsW6BHTCv1ZVtgKW427MNL2lmyYqW6kL0-140ZKpvW800S973bcZzSW7kz72M82Q28CW6wKFDP2G0mZ6W2k7mLk4vcr4gW76q8Pq2vw7QCW8jXdkG5rBKQkW3kBDTG488S67W314kRz8mhwlmN7lpTp8G2Z0lW3DH8yF7QNV11W8pXDcQ4wFzNtW4GV3vg1X3hn8W9gsMZj2n-0TCW20n4hs3-pF2K3mjR1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgWWFW8Ytf1S9kqf3KW7P2YSM6X4Z-wW2w7Ybs8RjXj_N1Cx3MlpQrRyW7qcTsB6T7dTwN9fW95L4n8L3W4fTSsC9kgTxBVtnt7p22qSDNW8H9-MH2N0wJjW7nC87z5_7dmKW7R0L497qzQLtW5Dnx4-4kJFNsW6ZM5dm7fcBThW88H9xF2TH40FW3N1smQ66rgNtW83SRQj4_KpwVW9jwkKJ1rr3TXW2NtHMJ3grP-zMdXRjRwSCfcW6CXhWn2lMMkmW2sk5b_2x0vBSW3hD6VV8YrrXV362M1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7Cg-_YW4MNHFJ2pdH1WW6hLl1q7zSHqnW3JxzcT4ssgFHW2CvQdP8lpn9WVZjcbs92kl3WW7gkGT13RWQkFW3D6GFn4M1C1nW2FyxgX2fCVh_W8bhp7V6qKTL6W3jTgdb3T7VzzW5c4v5M15QprNW35JYmw1dWyZRW7BFlB56SPk3zW4cLdgG3Dw965W5Yd6ZB827HQNW8MlWDC7sWDVkN3-BfkvJL50fW5C6-F_2ylnrTW9l-YcR9gk6zlW71MTM87tpWfcW8sDNxr3D0pZyW3hcz7r5ljzgJ3gDG1
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economic growth slowdown. Coal-fired power accounts for roughly 60% of China’s total 
electricity generation. 
  
On Friday, President Xi Jinping said China will make efforts to ensure the stable supply of 
coal and electricity for economic and social use. He also called for more exploration and 
development of oil and gas, state media reported. China’s thermal coal futures plunged on 
Friday following Beijing’s strongest intervention in years to boost supply of the commodity—
and thereby slow runaway prices for it—amid a widespread power crunch. 
  
The most actively traded futures price for thermal coal in China plunged 30% below a 
record high hit on Tuesday. That brought it down nearly 15% for the week, the biggest 
weekly drop since May, reported Reuters. 
  
(9) Energy crisis in Europe. In an excellent October 24 Bloomberg Opinion article on the 
climate-change policymaking, Stanford University professor Niall Ferguson observes that 
the European and British decisions not to invest in hydraulic fracturing (“fracking”) and the 
German decision to renounce nuclear power after the 2011 disaster in Fukushima, Japan, 
have left Europe dangerously dependent on gas imported from Russia. 
  
The Nord Stream 2 pipeline is completed and ready to pump Russian gas to Europe, but 
nothing is flowing yet because the project is still awaiting clearance from Germany’s energy 
regulator. On Friday, the regulator suggested clearance will be coming soon. 
  
(10) Property bubble in China. Evergrande is still in business. The Chinese property 
developer surprised international investors and dodged a default by making $83.5 million in 
overdue interest payments on around $2 billion of outstanding dollar bonds, the WSJ 
reported yesterday. It also said construction is progressing at some of its residential projects 
in southern China. 
  
(11) Pandemic. Of course, the pandemic isn’t over. However, the latest wave of the 
pandemic in the US peaked on September 8 based on the 10-day moving average of 
hospitalizations, which since has fallen by 46% through October 22 (Fig. 16). The percent of 
Americans who have received at least one dose of the vaccine is up to 84%. 
  
(12) Inflation and supply disruptions. Inflation is the one item on the worry list that has 
gotten worse lately. No one views it as a transitory problem related to the base effect any 
longer. Instead, the consensus view is that it’s a more persistent problem owing to global 
supply-chain disruptions and ongoing shortages of labor. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQW15nKv5V3Zsc37CgZf1W7xBYHf4Zxw1MW824pJT8zRt4lW40W0G72k53P2N4fmS8Tvq2rTW1J6ZXJ3lN7cRW76Tck_4CQpGyW8567yy77SKz8W7cXhj-17fpJrW7SBgRR8qdtz4W3xwzbm37nzqRW3NNR6K1FTP2jVZ-9m44WnshMN1B5sfCSyY4DW6PQhCj2cMq_DW3H3fBy2bQ3HdN3BlBh_SNSZBW3wmdkd7zMZ22W8KkfyP33BLfZW5rGm706plkX0W1Rtshg1-kG9xW4MPXXG25MzdfW1GWrBB2zsjP8W7NZtN67TL2h6W5Blq9x5c_gjTW84sJzf5yNMnTW7K2d3B40bZn-W5P5QlK5Ld0xwW33S4d44sM5qSW1FmrjY8FX8c0W4GC_Py3NB6XVW72L2Y25jSpn-W2fhtsD1mQ_t2366K1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQW15nKv5V3Zsc37CgJw2W48c4_Q290MKhW8qctVN6FdsbwN3Wh5WB3bQg5W7kfZG73pbJp7VhVmYl4413C2W5RtSG18yYS9LW6pd0Tk6RFT1LVB4MC56sMY2TW88LrZs6SdNh4W7zx6gq7-NNcbVv7xjq5s2fngW3mBsgD4Cg6Y3W8RXF008wf5MgW4n9_ll5_DhCVW4XP5kn8SYxhnW30xVkp27bqqCW4LvrmK7tmkRhW1sPvXR9cz29tW4Pfn-X28MQCQW7gCkj28cpv11N78NqtBFT6YmW15VQP9471vgKW7DH4Df37fdKqW7Vp8Pp55V0gpW4R3x8k7YVZ8yW5NtDWZ1GjGx2W31hrjD98h8ZbW5nm0BK661N10W3_W3P47qlf_9W7Xhdl05ZhzTBW1B3wQB1pnnDgN7PBbv7NN_q43my41
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQY53q90_V1-WJV7CgYg-W66cL_-3stglCW3cjJxb3ZZZ_jN6fLwc5XFVskW4wLgzW71k7SgW4k3rS97x0DRjW6G0f6x9j42CHVwnQwB8KLvvtW3VXXNl1p43wJV4D22F5fhTyxW8RrLPK7hRBncW7hV5S26x--HQW1pcHhl8sXxZ0W2g0wcH5CjF7VVQFSM38GPc_lW6hsX5Q2v1tQSVXt77q1JkW7zW5ZZSvv7Gwk0WW65jGwJ9gn91sW8QDmF27cBmrwW3X3vwV58p7y9W8gqG1m2th9BfW3NSSgq5F8S_6W7-ZY6y1k3Dt8W7mJsvH1FQZyBW1LZVX744sLVHW3zM4MY7s4WwsW1PzgJW7JflB3N86DvlHDxpjTW25k2Hr94R8GHW8bB_qk8lglxS3d4r1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgRwzW5ySXc49kzM_1W3PMmMf3P12LsW8-pkwk9ctg4dW4SSKZ982BHJXW5X0fW38ZZmcrW7lclNY4CyWN4W81N_4S5dZ4KzW8jkmYS1hZjZ2W9l_FD841wjnSW8RfTry4nBH-rW9lf2fY4xfXhJW8w-_2G3Z5_SqW5PF_rr48Lmr5W6f7dk-68s-9HW3QQ_4v19VQj-W3pcQRv1rLMdVW984ybQ5BYwB7W4K3skW7-TfMHW452thQ3T0MFDW82bQ4k5VS9rxW9f0KXs7_GXr-W1ylqw_92GTDx3pdy1
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An argument can be made that inflation will prove to be a long-lived problem if a wage-price 
spiral unfolds. Workers have been getting bigger wage increases recently, but they are also 
seeing the prices they pay go up just as fast. 
  
September data show that the percentage of small business owners planning to increase 
workers compensation in the next three months rose to a record high 30.0% (Fig. 17). This 
series is highly correlated with the y/y growth rate of wages and salaries in the Employment 
Cost Index. The same survey found that 46.0% of them are both raising average selling 
prices and planning to do so (Fig. 18). 

 

Calendars 
  
US: Tues: Consumer Confidence 108.8, New Home Sales 755k, Richmond Fed 
Manufacturing Index, S&P/CS HPI Composite 20 City 1.4%m/m/20.1%y/y, Crude Oil 
Inventories. Wed: Durable Goods Total & Core Capital Goods Orders -1.1%/0.5%, 
Advanced Goods Trade Balance, Wholesale Inventories, Crude Oil Inventories, MBA 
Mortgage Applications. (Bloomberg estimates) 
  
Global: Tues: Australia CPI 0.8%m/m/3.1%y/y, China Industrial Profits. Wed: Germany Gfk 
Consumer Climate -0.5, BOC, Japan Retail Sales -2.3%, Interest Rate Decision 0.25%, 
BOJ Interest Rate Decision -0.10%, Beermann, Debelle. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): All three of these indexes had forward earnings 
at a record high last week. LargeCap’s was at a record high for a fourth straight week after 
dropping a hair below in late September due to Match’s addition to the index. MidCap’s was 
back at a record high after slipping 0.2% from its prior record in early October, and 
SmallCap’s was at a record for a seventh week after dropping in early September for the 
first time in six months. In what has shaped up to be an extraordinary V-shaped recovery, 
LargeCap’s forward earnings has risen during 72 of the past 75 weeks, with the two other 
down weeks due to Tesla’s addition to the index last December and Amazon’s earnings 
shortfall in August. MidCap’s is up in 70 of the past 73 weeks, and SmallCap’s posted 70 
gains in the past 74 weeks. Forward earnings for these indexes had been on an uptrend 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgMGZW6fYY9W5fWFy_W5Jj-dn4h5xQ0W7n47Ms7DvHy1W3VY0r96VyNtyW7BwxY-6VCZ9cW2q6ftL2Bxm-_W85k9467Hycy6W82yfHx4bWptMVwcLTN247188W2s-j6l8tcz4qW6lBB2l7RFxmsW1flFqR76YhPVMrrQMCZlB57W1lytY64khVXfW8cJ7FQ3c2ch7W3dJkkN42Rb2vV5JN2p4TnkstW7SdzNT4p6x79F3vXnyqSCc8W1W_RQL8ZPX4VW1Cs7sh4RC7YKW4GtJzB7tbHlJ33Pq1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgZzpW8r6SHn7_bzfMW8nWRW-82k5QJW6YqRlB1GtJy6W1bYgJR7rkL11W1fkNkv3zfxLzW1PtYp48H4w9mW2NGkW35rKHjVW4QHK7c1Q7l6jW8ylzc95rlLPgW3HZ7cg9hxFYwW8j9kRj2GzqFtW6RSTNS4F_5klW6FBgN76_L1YfW1CjsWR8WtT7KW57KR5Q22CHzlVFMyNW4ph72FW1P5Km52Xd1j-N3g8d3hVMgtLW8x4Qwm59DgyLW4XkGp41D8JN7W1DnHBb6-30VtW98Q5dT6jChzq32qt1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgQrhW8-MGsW4BH_5dN3pCCVt3bxN8W6L32cv5F9rkzW5zNRLF9hkvk0W6xt1J36g2RPRW7Jfx6V8692RMW8fnM7k6sGc91W7dnXCM38qB9_W5qRMjn2KH2PHW8C9HWz77Ndf_W5lWRNC5T2jTYV8cGCT1q8WhxW4mrpyx5jKYtyN8718sw4TJt7W6h2HBT94zHB-W2Jqg_18nSSNZW8NmkFS6tVvD7W3nSmDq13_lfdW3sgKwd6z_sCrW2VLd-L3XWvl_N2pz7dchWKnQW61kdxW2zNG0r3php1
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from November 2019 until February 2020, before tumbling to a bottom by June 2020 due to 
the Covid-19 economic shutdown. LargeCap’s forward earnings has risen 53.9% from its 
lowest level since August 2017; MidCap’s is now up 99.8% from its lowest level since May 
2015; and SmallCap’s has soared 160.2% from its lowest point since August 2013. The 
yearly change in forward earnings soared to cyclical highs during 2018 due to the boost 
from the Tax Cuts and Jobs Act but began to tumble in October 2018 as y/y comparisons 
became more difficult. In the latest week, the yearly rate of change in LargeCap’s forward 
earnings dropped to 35.1% from 36.1%, and is down from a record-high 42.2% at the end of 
July. That’s up from -19.3% in May 2020, which was the lowest since October 2009. The 
yearly rate of change in MidCap’s forward earnings fell w/w to 56.0% y/y from 57.3%; that’s 
down from a record high of 78.8% at the end of May and up from a record low of -32.7% in 
May 2020. SmallCap’s rate dropped to 81.4% y/y from 83.8%; it’s down from a record high 
of 124.2% in late June and up from a record low of -41.5% in June 2020. Companies have 
been beating consensus estimates quite handily since the Q2-2020 earnings season, 
causing analysts’ y/y earnings growth forecasts for 2021 to improve instead of decline as is 
typical. Here are the latest consensus earnings growth rates for 2021 and 2022: LargeCap 
(44.2%, 9.6%), MidCap (74.2, 7.0), and SmallCap (113.1, 13.6). 

S&P 500/400/600 Valuation (link): Valuations continued to edge higher last week for these 
three indexes from their recent multi-month lows. LargeCap’s forward P/E improved to 20.9 
from 20.6 a week earlier, and is up from an 11-month low of 20.3 the week before that. 
LargeCap’s forward P/E compares to a 19-year high of 22.7 in early January and is up from 
13.3 in March 2020, which was the lowest since March 2013. MidCap’s gained 0.3pt to 16.9 
and is up from a 17-month low of 16.2 in early October. That compares to a seven-month 
high of 20.5 in early March and is 6.3pts below its record high of 22.9 in June 2020. 
SmallCap’s rose 0.2pt to 15.8, and remains near its 17-month low of 15.4 in mid-
September. It’s now down 10.9pts from its record high of 26.7 in early June 2020. During 
March 2020, MidCap’s 10.7 and SmallCap’s 11.1 were their lowest readings since March 
2009. LargeCap’s forward P/E in February 2020—before Covid-19 decimated forward 
earnings—was 18.9, the highest level since June 2002. Of course, that high was still well 
below the tech-bubble record high of 25.7 in July 1999. Last week’s level compares to the 
post-Lehman-meltdown P/E of 9.3 in October 2008. MidCap’s P/E was below LargeCap’s 
P/E yet again last week, as it has been for most of the time since August 2018. In contrast, 
it was last solidly above LargeCap’s from April 2009 to August 2017; MidCap’s current 19% 
discount to LargeCap is near its biggest since 2001. SmallCap’s P/E was below LargeCap’s 
for a 55th week. That’s the longest stretch at a discount since 2002-03; SmallCap’s current 
25% reading is near its biggest since 2001. SmallCap’s P/E had been mostly above 
LargeCap’s since 2003. Looking at SmallCap’s P/E relative to MidCap’s, it was at a 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgVQzW848yyy1JN8JRN6mMnfmjzMVTW4lkWV25KyYBPV7yMvx8TQBhHW2p5b_41HZQdpW5fVgr_125Z9hTKW2V1jm_6ZW7vk-MR779VfFW6wlTCt89Wbm6W3Wvnmk2VS81HVHPDdh5Sl6h3W35fvBW4VtcqhW5LHr2_7bC2nfW61_b8D2LF1f2W3JRZm23HnPjBVFYwDq7V0l3nW50RGKr2wDn2pW9gTRLv5rQp9JW1MPMCR1m6H1TW8JnLDY8jP-shW3KgG6n3zrXDJW8LksRp5GZvZ5339S1
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discount for a 19th straight week; SmallCap’s current 7% discount to MidCap’s is near its 
biggest since 2003. 

S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q2-2020 earnings 
season—which came in substantially better than greatly reduced forecasts—analysts as a 
whole have been raising their consensus forecasts for all future quarters instead of lowering 
them as is the norm. Those gains endured even through the Q3 earnings warnings season, 
when forecasts typically decline. With the Q3 earnings reports starting to roll in, the S&P 
500’s Q3-2021 blended earnings-per-share estimate surged $1.24 w/w to $50.57. That 
$50.57 estimate for Q2-2021 represents a gain of 30.7% y/y on a frozen actual basis and a 
34.8% y/y gain on a pro forma basis. That would mark a third straight quarter of double-digit 
percentage growth and compares to a pro forma gain of 96.3% in Q2-2021. All 11 sectors 
are again expected to post positive y/y earnings growth during Q3-2021. Here are the S&P 
500 sectors’ latest expected earnings growth rates for Q3-2021 versus their final Q2-2021 
growth rates: Energy (1,544.4% in Q3-2021 versus 243.3% in Q2-2021), Materials (94.7, 
139.5), Industrials (78.3, 698.4), S&P 500 (34.8, 96.3), Financials (33.0, 158.2), Information 
Technology (32.6, 49.6), Communication Services (27.2, 72.8), Health Care (18.8, 27.2), 
Real Estate (17.4, 38.7), Consumer Discretionary (9.6, 380.5), Consumer Staples (4.4, 
20.4), and Utilities (1.0, 12.6). 

 

US Economic Indicators 
  
Regional M-PMIs (link): Three Fed districts (New York, Philadelphia, and Dallas) now have 
reported on manufacturing activity for October and show the manufacturing sector 
expanded at a slower, though still robust pace. The composite index slipped to 19.4 this 
month after rebounding from 15.6 to 23.2 in September, as activity in the Dallas (to 14.6 
from 4.6) region accelerated this month, while both the Philadelphia (23.8 from 30.7) and 
New York (to 19.9 from 34.3) measures showed slower, though still elevated growth—
outpacing the Dallas region. Meanwhile, new orders accelerated for the second month, from 
17.7 in August to 23.3 this month, as billings in the Philadelphia (to 30.8 from 15.9) and 
Dallas (14.9 from 9.5) regions showed stronger growth, while New York’s (24.3 from 33.7) 
slowed, though was better than Dallas’. Job gains remained solid, with the employment (to 
25.4 from 24.4) measure showing job growth holding around this rate for the seventh 
month—more than double last October’s rate. Philadelphia (to 30.7 from 26.3) and Dallas 
(28.3 from 26.3) factories are hiring at a faster pace than New York’s (17.1 from 20.5), 
though the latter is holding around recent highs. Inflationary pressures remain elevated, with 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQXc3q905V1-WJV7CgPNDW1y8hXb69gmYwW2T_kt9453qCRW8cCXhK3ZSxJyW5r0TCV14LRhBW2VQqj72840HyW6BgfWY4xsMHYW3BWPYZ6_n21_W6_ddVZ16RFjyW5_kBY62bbh1_W92QlZd81l9tfVGFxyS7xrtv2W857ThC7R2_DgW2tVS0l2Gky8sN2F0-PYr3PQNW4XrwG-8vGNwCVky19J6Zk7SHW68mkNR3X9L7ZW1r2fFK5xNrsmW106VT85-ZTcyW8Nnrgd6yb0r4V_qsn47bbrNvW9jT5Ww2V-XQCN7yDhCJrt1fBW28YGp16XbByt3gbp1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQXc3q905V1-WJV7CgYgSV2CjKN50h8qJMdp4V_PjbTSW8DLcyW25JwHpW2Gzb6c4BS_jqN88FnbgpTJsjV9fS1q5HpbK3W3j2ntm6ywSH6W5_lyvH1YzvX5VFDhJx6_BJCyW8Zq6sy9l_CHZW8FkXNy2XNX4JW6YfJ7p1SjfMyW5KqWqK5rKL97W2LJ8jt6FSSY0W47vmSf8L6jwvW3TTYtx7MHCBDW1jpY2Y5Xr2ttW6BBHK8257QVjW370zG45Xt0sGW2D6GKz8M3t03Vqq1-n91dk47W5b5kjQ9jCX5KVvwxjz4pmTdjW6FNJ2p4czzD_37Cd1
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Dallas’ prices-received measure accelerating to a record-high 49.8 this month and the 
prices-paid measure (76.3) near June’s record-high 80.8. Meanwhile, Philadelphia’s prices-
received (51.1) measure has been holding near August’s rate of 53.9, which was the 
highest since 1974, while the prices-paid measure (70.3) has been fluctuating in a flat trend 
just below June’s 80.7, which was the highest since the end of 1979. New York’s prices-
received measure eased to 43.5 after accelerating to a record-high 47.8 in September, 
while the prices-paid measure rose to 78.7 this month after slowing steadily from May’s 
record high of 83.5 to 75.7 by September.  

 

Global Economic Indicators 
  
US PMI Flash Estimates (link): Private-sector growth accelerated this month despite 
supply bottlenecks, as the service sector has begun to recover from the Delta wave. Prices 
have continued to increase at a record pace. The C-PMI increased in October for the first 
time in five months, to 57.3, after sliding from May’s record high of 68.7 to 55.0 by 
September. The NM-PMI recovered to 58.2 this month after sliding the prior four months 
from a record-high 70.4 to 54.9 last month—which was linked in part to the Delta variant 
spread. Meanwhile, the M-PMI fell for the third month from 63.4 in July to a seven-month 
low of 59.3 this month—still a very strong reading. According to the report, “October saw 
resurgent service sector activity as Covid-19 case numbers continued to fall, marking an 
encouraging strong start to the fourth quarter for the economy.” Additionally, manufacturers 
have continued to report strong growth despite some strong headwinds.   

Eurozone PMI Flash Estimates (link): “Supply bottlenecks curb economic growth to a six-
month low in October, while pushing prices higher at a record pace,” was the headline of 
IHS Markit’s October report. The C-PMI eased for the third month to 54.3, after accelerating 
steadily the prior six months, from 47.8 at the start of the year to 60.2 by July. The service 
sector has seen some of its summer rebound fade: The NM-PMI has dropped noticeably 
the past two months to 54.7 this month from 56.4 in September and 59.0 in August, as 
“resurgent virus case numbers bring renewed concerns, notably in Germany,” the report 
noted. Supply-chain delays have pushed the M-PMI down 4.9 points over the past four 
months, from 63.4 in June to 58.5 this month. Supply-chain delays remain a major concern, 
with average selling prices for both goods and services rising at rates not seen in over two 
decades.  

Japan PMI Flash Estimates (link): The Japanese private-sector economy expanded in 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgJ8jW4mjxRj7Brfg9W2J8l3c73LyT1W2j7F6M4yb0X9W4pcshN5MNnFyW67BF8j1P82pvW7BRQMy2SvwZxW6wb96L28QFX9W5rgMX53cdw6sN8b-T6r2xN4PW8FlWph1PBNdMW6d5sCb86dJm9W2X7knn5bfGcdW2Hy5N-7sgZcSW4wLsNj5SNVQFW3s3h3n2W30hdW3nvpC1718k2rW8b4pKW4RMYTsN54ngt4fwHqNW5WjBg-5h_ZFwW5QcVVv82-Z0pW6bT2wt1dx179McxVjjDZNxj3hTl1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgCsdW1g-_Xj17M3rPW3BTQSn3Gy1-NW5cwm9_2qV8fFW9b0Vyg21klcgW8vFQ8Z2cC3glW1-1cTJ4SncrqW4rGt7N7fL0BrW6YQ4LM333CSpN4Fly7GPYdsrW6L4Wv37PwPZ_W3HyY7Z4VBMNWW24Tjs65bL7ZfW5wX0WR5rGqTdV1xGDx4JdphrW3LLml07kmtlfW1B7BtJ8-pdPnW1SkkJJ5qLlcjW2hS63r2L6b7xW5M06Fn7M_224W1SDJjN6nHfqNW73clw35XGvDzN91-T1bMtpFl35711
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVC-Gv3ShDK5N4GKwkHPwD8XW4WpcsS4z4YG4N15bQWX3q8_QV1-WJV7CgL1cW354MCB3-41X0N89pVsYYXVNyW19LY4r1DLBHYW1xyjDb7pBg2GW4w7m447GX8rqW2Vt3Pn2h2Vd7W7f9qQf5VN93hW1Sl4m38vXfZdW21Bx43137rf5W9l0p_M1WlR9KW4TPNB24xXXDvVxYQ7L7NBd6qN2cFXNt8mNF8N8C9YtbVRcyDW8sQH5y3jTTC3W8wn49z34B7pcW7kvtz36jtnc7N5JcpWBhYf4dW67R2Z26Z7RjTW8XsSJY95KZwpW5Jlqr-1MdMV_W7-xd9y74NRKX3hRG1


 

9 
 

October for the first time since April, as the dominant service sector experienced growth for 
the first time since January 2020. The manufacturing sector picked up a bit, making its 
eighth successive month of expansion. October’s C-PMI climbed to 50.7, up from a recent 
low of 45.5 in August, as the NM-PMI accelerated from 42.9 in August to 50.7 this month. 
The M-PMI advanced to 53.0 this month after slowing during four of the prior five months 
from 53.6 in April to 51.5 in September. Shortages have caused input prices to accelerate at 
their fastest pace in over 13 years—contributing to the sharpest rise in output prices since 
summer 2018. 

Germany Ifo Business Climate Index (link): “Sand in the wheels of the German economy 
is hampering recovery,” noted Clemens Fuest. German business confidence sank to a six-
month low as supply bottlenecks, soaring energy prices, and Covid-19 are impacting 
businesses. Ifo’s business climate index fell for the fourth month, by 1.2 points in October 
and 4.3 points over the period, to 97.7. The decline was nearly entirely in expectations, with 
the measure sinking 8.6 points the past four months to an eight-month low of 95.4; it was at 
104.0 in June, which was the highest since the end of 2010. In the meantime, the present 
situation component dipped 1.4 points during the two months ending October to 100.1, after 
rising steadily from 89.5 in January to 101.5 in August—which was the highest since May 
2019. The manufacturing index moved lower for the fourth month, from 29.1 to 17.2 over 
the period, with the expectations component sinking for the seventh month from 23.8 in 
March to a 17-month low of 2.8 this month. Meanwhile, the service sector business climate 
index dipped to 16.5 this month after increasing from 17.8 to 19.1 last month, as the 
expectations component sank from 12.1 to 6.4 this month. The construction index has 
continued to head straight up, as strong housing demand pushed the index up eight of the 
past nine months by 18.2 points to a 20-month high of 12.9—led by a 24.1-point rebound in 
the expectations component to -3.5, which continues to climb toward positive territory. 
According to Ifo economist Klaus Wohlrabe, supply problems will slow growth to about 0.5% 
during the current quarter, from 1.6% during Q3.   
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