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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: December 6, 2021—9:30 AM EST] Global equity markets are mixed this morning.  In 

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

closed down 1.6%. Chinese markets were lower, with the Shanghai Composite down 0.5% from 

its prior close and the Shenzhen Composite down 1.2%.  U.S. equity index futures are signaling a 

higher open.   
 

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

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

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

• Weekly Geopolitical Report (11/22/2021): “The Geopolitics of the Strategic Petroleum 

Reserves” 

• Weekly Energy Update (12/2/2021): Oil prices have tumbled on the Omicron variant and 

on the SPR release.  We take a look at gasoline prices relative to wages.   

• Asset Allocation Q4 2021 Rebalance Presentation (11/4/2021): A video discussion of our 

asset allocation process, Q4 2021 portfolio changes, and the macro environment 

• Asset Allocation Weekly (12/3/2021) (with associated podcast): “An Update on Gold” 

 

Good morning and happy Monday!  Financial markets remain choppy this morning.  U.S. equity 

futures are generally higher, as is oil.  Meanwhile, moderate temperatures in the U.S. are sending 

natural gas prices plunging, with nearest futures off nearly 10%.  Inflation data is out later this 

week, and a reading over 7% is possible.  The Biden administration is expected to announce a 

diplomatic boycott of the Winter Olympics this week, which will send a signal to Beijing but 

allow athletes to compete.   

 

Our coverage begins with the crypto markets, which had a rough weekend.  Economics and 

policy come next, with an interesting chart on the labor markets.  We also note that Q4 GDP is 

looking surprisingly strong.  International news follows, with comments on Russia’s troop 

buildup and Iran/U.S. nuclear talks.  China news is next.  The PBOC cut reserve requirements 

this morning.  We close with our usual pandemic update; indicators are that the Omicron variant 

spreads easily but may be less lethal.   

 

Crypto:  Major cryptocurrencies had a tough weekend, with prices falling more than 20% at one 

point.  It isn’t clear why the selloff occurred, although we note that comments from the Chinese 

real estate market (see below) coincided with the selling.  That may be a coincidence, but it 

could be that these real estate firms hold crypto and are selling to boost liquidity.  Crypto is a 
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http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_11_22_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Dec_02_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Dec_03_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.wsj.com/articles/global-stock-markets-dow-update-12-06-2021-11638780104?st=rwx02uuv3rlfdsm&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/global-stock-markets-dow-update-12-06-2021-11638780104?st=rwx02uuv3rlfdsm&reflink=desktopwebshare_permalink
https://www.axios.com/newsletters/axios-markets-a30a90e3-689c-46e8-aa3b-10940ed40447.html?chunk=4&utm_term=emshare#story4
https://www.axios.com/newsletters/axios-markets-a30a90e3-689c-46e8-aa3b-10940ed40447.html?chunk=4&utm_term=emshare#story4
https://www.cnn.com/2021/12/05/politics/biden-beijing-olympics-boycott/index.html
https://www.cnn.com/2021/12/05/politics/biden-beijing-olympics-boycott/index.html
https://www.wsj.com/articles/bitcoin-price-tumbles-after-wall-street-selloff-11638621435?st=uwu7ub4pjj6r99w&reflink=desktopwebshare_permalink
https://www.nbcnews.com/news/amp/rcna7639
https://www.dailysabah.com/business/economy/china-summons-evergrande-founder-as-crypto-currencies-slump
https://www.dailysabah.com/business/economy/china-summons-evergrande-founder-as-crypto-currencies-slump
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24/7/365 market, but that doesn’t necessarily mean that all periods have the same level of 

liquidity.  Some of the drop may be due to selling into a thin market.  However, the overall 

reason for the decline appears tied to concerns about policy tightening.  We view crypto as a 

debasement asset, and a Fed pivoting to tightening isn’t positive for this asset class.   

• Researchers warn quantum computers will probably be able to corrupt the blockchain and 

hack cryptocurrencies.   

Economics and policy: We comment on the employment report and the economy. 

• Here are a couple of notable charts.  First, the headline report of weak payroll data 

overshadowed remarkably strong household survey data.   

 

 
 

This difference of 926,000 is rare.  In the 886 months of data, a difference of this level or 

more has occurred only six times.  We suspect the payroll data will be revised higher, but 

it is also possible that the household survey is picking up anecdotal reports of a surge in 

entrepreneurship.  The establishment survey, where the payroll data comes from, won’t 

pick up workers starting their own businesses. 

 

Second, the Atlanta FRB’s GDPNow report is currently calling for a 9.7% GDP number 

for Q4. 

 

https://asiatimes.com/2021/12/quantum-hackers-can-bring-down-bitcoin-expert/
https://asiatimes.com/2021/12/quantum-hackers-can-bring-down-bitcoin-expert/
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This level of growth is likely prompting the Fed to shift away from policy 

accommodation.   

• Congress is trying to pass a series of bills before year end, including the debt ceiling.   

International roundup:  The Russian troop buildup continues to raise concerns, and talks with 

Iran are not going well. 

• The U.S. is increasingly sounding the alarm over Russia’s troop buildup on the Ukraine 

frontier.  By sharing intelligence with EU nations, Washington has made some headway 

in convincing even the rather Moscow-leaning European nations that the Russian threat is 

elevated, arguing that Russia could invade Ukraine in early 2022.  Presidents Biden and 

Putin are scheduled to have a call tomorrow.  It remains unclear to us just how serious 

Russia is about an invasion.  Clearly, the buildup of troops would suggest that something 

is up.  We have little doubt that (a) if Russia is serious, it can successfully invade 

Ukraine, and (b) the West won’t do much about it other than impose sanctions.  However, 

sanctions are not a completely idle threat.  If the West denied Russia access to the 

S.W.I.F.T. network, for example, it may prevent Moscow from selling oil to anyone other 

than China.  And, if Iran’s experience is any guide, Russia would be forced to sell oil at a 

deep discount.  Of course, this also would affect natural gas exports, so the EU would 

likely be cautious about such a step.  It should also be noted that invading is one thing, 

controlling is another.  Russia currently controls the Russian-leaning areas of Ukraine.  

Taking the rest would mean it would govern an anti-Russian majority, meaning that the 

costs of control would be high.  We expect that Russia’s buildup is a bluff, but the alarm 

being raised by U.S. intelligence agencies means we are watching this issue closely. 

• The negotiations with Iran to return to the JCPOA are not going well at all.  Iran’s 

position is that the U.S. needs to lift sanctions as a precondition to talks, and the Biden 

https://www.wsj.com/articles/high-inflation-falling-unemployment-prompted-powells-fed-pivot-11638786601?st=z8v5mhxj7cx4e07&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/high-inflation-falling-unemployment-prompted-powells-fed-pivot-11638786601?st=z8v5mhxj7cx4e07&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/congress-racing-to-finish-legislation-to-do-list-by-year-end-11638727642?st=uu8ads6e3w1oj8d&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/national-security/russia-ukraine-invasion/2021/12/03/98a3760e-546b-11ec-8769-2f4ecdf7a2ad_story.html?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%2F3573a93%2F61ad98f89d2fdab56bb65660%2F596b53f6ae7e8a44e7d597a3%2F39%2F69%2F61ad98f89d2fdab56bb65660
https://www.ft.com/content/b287f2e3-3b8b-4095-b704-c255a943c84c
https://www.nytimes.com/2021/12/04/us/politics/russia-ukraine-biden.html?smid=url-share
https://www.nytimes.com/2021/12/04/us/politics/russia-ukraine-biden.html?smid=url-share
https://www.ft.com/content/90873607-8a8a-48fb-8cb0-3414e277bf25
https://apnews.com/article/joe-biden-europe-russia-ukraine-vladimir-putin-83e399de3cd43eee751553aafb543052?utm_source=Eurasia+Group+Signal&utm_campaign=fd604c629b-EMAIL_CAMPAIGN_2021_12_06_12_03&utm_medium=email&utm_term=0_e605619869-fd604c629b-134308033
https://www.gzeromedia.com/is-putin-going-to-invade-ukraine
https://www.gzeromedia.com/is-putin-going-to-invade-ukraine
https://www.washingtonpost.com/national-security/us-iran-nuclear-deal-talks/2021/12/03/759d2c00-5460-11ec-8769-2f4ecdf7a2ad_story.html?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%2F3573a80%2F61ad98f89d2fdab56bb65660%2F596b53f6ae7e8a44e7d597a3%2F12%2F69%2F61ad98f89d2fdab56bb65660
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administration needs to bind future administrations to whatever agreement is made.  The 

latter point is impossible, as even treaties can be rescinded.  EU negotiators warn that if 

Iran holds these positions, talks are doomed.  If the talks fail, the U.S. will likely take 

steps to add additional sanctions and may need to consider military action to slow Iran’s 

nuclear weapons development.   

• The EU is moving to create a trade retaliation structure that will be controlled by the EU 

Commission, allowing it to levy trade sanctions without the approval of individual 

nations.  This change would give the EU much greater power in trade, although we 

struggle to see how the commission would move against the wishes of France and 

Germany.   

• U.K. officials are in the U.S. to encourage America to make a free trade deal.  Although, 

until the row between the EU and Northern Ireland is resolved, we doubt there will be 

much progress.   

• It is now becoming clear that Assad will remain in power in Syria.  However, his 

government is desperate for money to rebuild, is “shaking down” companies for money, 

and is engaging in drug trafficking.   

• In Myanmar, the junta has sentenced Aung San Suu Kyi to four years in prison.   

• There was a large volcanic eruption in Indonesia on the island of Java.  Volcanic 

eruptions can spew ash into the upper atmosphere and may reduce temperatures.   

China news:  Reserve requirements were cut this morning. 

• The PBOC cut reserve requirements by 0.5%; although regulators hope this will spur 

lending, the move isn’t big enough to boost lending significantly and could be used by 

banks to expand margins.   

• Regulators in the U.S. and China continue to move toward delisting.  Didi (DIDI, USD, 

6.07) is moving to delist, but without a deal regarding U.S. disclosure requirements, the 

chances that many Chinese firms will delist is rising.   

• Although Russia’s actions in Ukraine (see below) are making headlines, U.S. military 

leaders warn that Chinese aggression toward Taiwan remains elevated.  Meanwhile, U.S. 

trade with Taiwan is booming, and an escalation in tensions could be an economic 

disruption.   

• Chinese real estate woes continue.  Evergrande (EGRNF, USD, 0.28) indicated it intends 

to include all of its offshore bonds in the expected restructuring.  In addition, Sunshine 

100 China Holdings (2608, HKD, 0.34) defaulted on a $170 million bond. 

• China is facing some serious long-term issues.  First, China has always had water 

management issues.  From flooding to desertification, leaders have tried to manage water 

through dams and other actions.  But, one underappreciated fact is that manufacturing 

uses a lot of water, and as shortages grow, China may struggle to meet production goals.  

Second, China’s demographics are deteriorating rapidly, which threatens future growth.   

• China is in talks with Equatorial Guinea to build its first Atlantic military base.   

• China is merging the assets of several SOEs involved in rare earth mining to create one 

large “champion.”   

https://www.nytimes.com/2021/12/03/world/middleeast/iran-nuclear-negotiations-europeans.html?smid=url-share
https://www.nytimes.com/2021/12/03/world/middleeast/iran-nuclear-negotiations-europeans.html?smid=url-share
https://www.washingtonpost.com/national-security/us-iran-nuclear-deal-talks/2021/12/04/d6354816-553e-11ec-9267-17ae3bde2f26_story.html?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%2F3573a8d%2F61ad98f89d2fdab56bb65660%2F596b53f6ae7e8a44e7d597a3%2F33%2F69%2F61ad98f89d2fdab56bb65660
https://www.washingtonpost.com/national-security/us-iran-nuclear-deal-talks/2021/12/04/d6354816-553e-11ec-9267-17ae3bde2f26_story.html?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%2F3573a8d%2F61ad98f89d2fdab56bb65660%2F596b53f6ae7e8a44e7d597a3%2F33%2F69%2F61ad98f89d2fdab56bb65660
https://www.politico.eu/newsletter/brussels-playbook/scoop-europe-forges-sanctions-hammer-weber-on-parliament-presidency-pope-slams-eu-wall/
https://www.politico.eu/article/britains-us-trade-charm-offensive-at-risk-amid-steel-row/?utm_source=POLITICO.EU&utm_campaign=e02662e683-EMAIL_CAMPAIGN_2021_12_06_05_19&utm_medium=email&utm_term=0_10959edeb5-e02662e683-190334489
https://www.washingtonpost.com/world/interactive/2021/assad-syria-business-government/?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%2F3573a9c%2F61ad98f89d2fdab56bb65660%2F596b53f6ae7e8a44e7d597a3%2F57%2F69%2F61ad98f89d2fdab56bb65660
https://www.nytimes.com/2021/12/05/world/middleeast/syria-drugs-captagon-assad.html?smid=url-share
https://www.cnn.com/2021/12/06/asia/suu-kyi-verdict-sentence-myanmar-intl-hnk/index.html?utm_source=Eurasia+Group+Signal&utm_campaign=fd604c629b-EMAIL_CAMPAIGN_2021_12_06_12_03&utm_medium=email&utm_term=0_e605619869-fd604c629b-134308033
https://www.nytimes.com/2021/12/04/world/asia/indonesia-mount-semeru-eruption.html?smid=url-share
https://www.wsj.com/articles/chinas-central-bank-cuts-reserve-requirement-ratio-for-banks-11638786385?st=xox33l2hprp0fa6&reflink=desktopwebshare_permalink
https://www.axios.com/dc-beijing-tensions-are-shifting-markets-9b4b06dc-11bf-4b05-8417-330e11142c35.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.wsj.com/articles/didi-leaving-new-york-months-after-ipo-is-next-step-in-u-s-china-decoupling-11638545822?st=f0a4gorjn1rzazx&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/didi-leaving-new-york-months-after-ipo-is-next-step-in-u-s-china-decoupling-11638545822?st=f0a4gorjn1rzazx&reflink=desktopwebshare_permalink
https://www.ft.com/content/21711040-5123-4077-a5ec-b76731fcba1e
https://www.wsj.com/articles/us-china-taiwan-trade-11638663970?st=jl42gr1odkrczs4&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/us-china-taiwan-trade-11638663970?st=jl42gr1odkrczs4&reflink=desktopwebshare_permalink
https://www.bnnbloomberg.ca/evergrande-plans-to-include-all-offshore-bonds-in-restructuring-1.1691669
https://www.bnnbloomberg.ca/evergrande-plans-to-include-all-offshore-bonds-in-restructuring-1.1691669
https://www.reuters.com/markets/rates-bonds/chinese-developer-sunshine-100-defaults-170-mln-bond-2021-12-06/
https://thehill.com/opinion/energy-environment/584266-american-supply-chains-face-a-dire-threat-from-chinas-water
https://www.businessinsider.com/china-birth-rate-demographic-crisis-global-economy-inflation-belt-road-2021-12
https://www.wsj.com/articles/china-seeks-first-military-base-on-africas-atlantic-coast-u-s-intelligence-finds-11638726327?st=wn8z6udqkxm65yk&reflink=desktopwebshare_permalink
https://finance.yahoo.com/news/china-merges-mining-assets-create-160000522.html
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COVID-19:  The number of reported cases is 265,990,136, with 5,258,654 fatalities.  In the 

U.S., there are 49,086,840 confirmed cases with 788,364 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 580,417,105 doses of the vaccine 

have been distributed, with 470,297,846 doses injected.  The number receiving at least one dose 

is 235,698,738, while the number receiving second doses, which would grant the highest level of 

immunity, is 198,962,520.  For the population older than 18, 71.5% of the population has been 

fully vaccinated, with 59.9% of the entire population fully vaccinated.  The FT has a page on 

global vaccine distribution.   

• There is growing evidence that the Omicron variant is highly contagious.  It appears this 

variant has adopted some of the characteristics of a related coronavirus, the common 

cold, which is helping its spread.  Case reporting shows a rapid rise in cases in Europe.  

So far, the rise of cases in the U.S. has been less dramatic but is expected to increase 

soon.  On the plus side, there is also evidence from South Africa that this variant may be 

less virulent compared to earlier strains.  If so, the milder strain would be a positive 

development.   

• The U.S. plans to fast-track new vaccines for Omicron, but widespread lockdowns appear 

unlikely.  

• In Europe, there is rising opposition to lockdowns and vaccine mandates.   

U.S. Economic Releases  
 

There are no economic releases or Fed events scheduled for the rest of the day.  

 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 

 

https://www.nytimes.com/live/2021/12/05/world/omicron-variant-covid?action=click&block=storyline_menu_recirc&campaign_id=51&emc=edit_mbe_20211206&instance_id=47079&is_new=false&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=Interactive&regi_id=5677267&region=TOP_BANNER&segment_id=76199&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3&variant=0_Control
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.nytimes.com/interactive/2021/health/coronavirus-variant-tracker.html?smid=url-share
https://www.nytimes.com/article/omicron-coronavirus-variant.html?smid=url-share
https://www.nytimes.com/article/omicron-coronavirus-variant.html?smid=url-share
https://www.washingtonpost.com/health/2021/12/04/omicron-coronavirus-transmissible-cold-variant/
https://www.washingtonpost.com/health/2021/12/04/omicron-coronavirus-transmissible-cold-variant/
https://ourworldindata.org/covid-cases
https://www.samrc.ac.za/news/tshwane-district-omicron-variant-patient-profile-early-features
https://www.samrc.ac.za/news/tshwane-district-omicron-variant-patient-profile-early-features
https://www.wsj.com/articles/omicron-may-cause-less-severe-covid-19-small-south-african-study-finds-11638714444?st=ggf0zcc9phmpuoc&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-omnicron-covid-masks-vaccine-mandates-11638574233?st=jjgh0w9d1osa2e9&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-omnicron-covid-masks-vaccine-mandates-11638574233?st=jjgh0w9d1osa2e9&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/12/04/world/austria-vienna-covid-protest.html?smid=url-share
https://www.politico.eu/article/vaccines-dont-make-you-free-thousands-protest-covid-19-measures-in-brussels/?utm_source=POLITICO.EU&utm_campaign=e02662e683-EMAIL_CAMPAIGN_2021_12_06_05_19&utm_medium=email&utm_term=0_10959edeb5-e02662e683-190334489
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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

New Zealand Volume of All Buildings SA q/q 3Q -8.6% 2.0% -13.0% ** Equity and bond neutral

ANZ Commodity Price MoM m/m Nov 2.8% 2.1% ** Equity and bond neutral

EUROPE

Eurozone Sentix Investor Confidence m/m Dec 13.5 18.3 12.5 *** Equity bullish, bond bearish

Germany Factory Orders m/m Oct -6.9% 1.3% -0.3% ** Equity bearish, bond bullish

Markit Germany Construction PMI m/m Nov 47.9 47.7 *** Equity and bond neutral

Italy Retail Sales m/m Oct 0.1% 0.8% 0.3% ** Equity bullish, bond bearish

UK New Car Registrations y/y Nov 1.7% -24.6% * Equity bullish, bond bearish

Markit/CIPS UK Construction PMI m/m Nov 55.5 54.6 54.2 *** Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 3-Dec 645.7b 646.9b * Equity and bond neutral

Total Sight Deposits CHF w/w 3-Dec 720.3b 719.4b * Equity and bond neutral

Russia Wellbeing Fund m/m Nov $185.2b $197.7b * Equity and bond neutral

Light Vehicle Car Sales y/y Nov -20.4% -18.1% ** Equity and bond neutral

AMERICAS

Brazil Vehicle Sales Anfavea m/m Nov 172964 162349 ** Equity and bond neutral

Vehicle Production Anfavea m/m Nov 206042 177864 ** Equity and bond neutral

Vehicle Exports Anfavea m/m Nov 28018 29803 ** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 3-Dec 59.8 59.8 ** Equity and bond neutral

Mexico Vehicle Exports m/m Nov 240341 224535 ** Equity and bond neutral

Vehicle Production m/m Nov 248960 257813 ** Equity and bond neutral

Consumer Confidence m/m Nov 45.8 43.6 *** 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) 19 18 1 Down

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

TED spread (bps) 15 13 2 Neutral

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

10-yr T-note (%) 1.39 1.35 0.04 Down

Euribor/OIS spread (bps) -56 -57 1 Neutral

EUR/USD 3-mo swap (bps) 21 19 2 Down

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Flat Neutral

Pound Up Neutral

Franc Down Neutral

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.100% 0.100% 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 $71.93 $69.88 2.93% Saudi Arabia increased the price of its crude

WTI $68.28 $66.26 3.05%  

Natural Gas $3.75 $4.13 -9.37%  

Crack Spread $17.58 $17.98 -2.18%

12-mo strip crack $18.39 $18.55 -0.87%

Ethanol rack $3.51 $3.51 -0.02%

Gold $1,779.05 $1,783.29 -0.24%

Silver $22.28 $22.52 -1.10%

Copper contract $431.40 $426.70 1.10%

Corn contract $581.00 $584.00 -0.51%

Wheat contract $799.25 $803.75 -0.56%

Soybeans contract $1,263.50 $1,267.25 -0.30%

Baltic Dry Freight 3,171            3,115            56

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

throughout the eastern two-thirds of the country, with cooler-than-normal temperatures only on 

the West Coast.  The forecasts call for wet conditions in the Pacific and the Midwest, with dry 

conditions in the Southwest, Rocky Mountains, and Florida.   
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Data Section 
 

U.S. Equity Markets – (as of 12/3/2021 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 12/3/2021 close) 
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Emerging Markets ($)

Emerging Markets (local currency)

US Government Bond
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Cash

US High Yield
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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 

 

December 2, 2021 
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P/E as of 12/1/2021 = 22.5x

 
 

Based on our methodology,1 the current P/E is 22.3x, up 0.3x from our last update.  Some of the 

rise reflects the transition from Thomson/Reuters to Standard & Poor’s measurement of Q3 

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 three actual quarters (Q1, Q2, and Q3) and one estimate (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. 


