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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 13, 2021—9:30 AM EST] Global equity markets are mostly higher this 

morning.  In Europe, the EuroStoxx 50 is up 0.8% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed down 0.4%. Chinese markets were higher, with the Shanghai Composite up 

0.4% from its prior close and the Shenzhen Composite up 0.6%.  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 (12/6/2021): “Plunging U.S. Service Exports” 

• Weekly Energy Update (12/9/2021): 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 (12/10/2021) (with associated podcast): “The Omicron Problem” 

 

Note to readers: The Daily Comment will go on holiday after Friday’s comment and return 

on January 3, 2022. From all of us at Confluence Investment Management, have a Merry 

Christmas and Happy New Year! 

 

Good morning and happy Monday!  Risk markets are higher this morning as the traditional 

equity rally into Christmas (the “Santa Claus rally”) appears to be shaping up.  It’s central bank 

week; coverage of the Fed leads off our coverage this morning.  Economics and policy come 

next as inflation dominates the news.  We then move on to the international roundup followed by 

China news, and we close with the pandemic update. 

 

Central banks:  The FOMC meets this week in what is widely expected to be a hawkish 

meeting.  However, it isn’t the only central bank meeting this week.  The BOE, BOJ, and ECB, 

along with a plethora of other banks1 around the world, are gathering amidst rising inflation.  The 

Fed is being pushed by the markets, pundits, and, surprisingly, the political class as well.  And, 

among the latter, there are moderate Democrats pressing the FOMC to tighten policy as worries 

 
1 Turkey, Chile, Indonesia, the Philippines, Egypt, Switzerland, Norway, Mexico, Colombia, and 

Russia 

 

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_12_6_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Dec_09_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Dec_10_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.wsj.com/articles/global-stock-markets-dow-update-12-13-2021-11639384564?st=bld9n20e70573pd&reflink=desktopwebshare_permalink
https://www.axios.com/newsletters/axios-markets-6533c9ee-797d-498a-88f0-76d34965b2c1.html?chunk=5&utm_term=emshare#story5
https://www.ft.com/content/1ae49b1c-f8d6-4c96-8355-3d89049ead60
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about inflation mount.  We doubt left-wing populists share this desire, but so far, their voices 

have not risen; their voices will likely rise as tightening begins. 

 

So far, equity markets are showing little concern about policy tightening.  It is not unusual for 

markets, at the early stages of tightening, to expect a “soft landing,” a rate hike cycle that doesn’t 

result in a recession.  This position highlights that equity markets are generally driven by 

optimists, because the track record shows that soft landings are rare.  The item to watch is the 10-

year T-note/fed funds spread. 
 

 
 

This chart shows the spread along with the policy rate target.  In general, recessions tend to occur 

when the spread inverts.  In the mid-1990s, Greenspan engineered a soft landing by cutting rates 

as the spread approached zero.  But, note that in every cycle over the past 30 years, a recession 

occurred when the spread inverted.   

 

So, what does the spread tell us now?  First, the Fed can take the fed funds target to 1.25% to 

1.50%.  For now.  But if 10-year yields fall as the fed funds rate rises, the FOMC may not be 

able to raise rates that high without inverting this spread.  Second, even with this policy 

tightening, monetary policy will still be easy; we expect CPI inflation to fall to the 3.0% to 3.5% 

range next year, and so there is little chance that we will get a positive real fed funds rate.  To 

achieve that outcome, a recession would be almost a certainty.  For now, financial markets are 

putting odds that the first rate hike will occur at the meeting on May 4, 2022.   

• Although the ECB will likely end its bond-buying program sometime in the next year, 

Greece still wants the bank to keep buying its bonds.   

• Expectations that Turkey will cut interest rates again sent the TRY lower.  The bank 

reportedly intervened to slow the decline.   

 

Economics and policy:  Build Back Better looks like it won’t get passed in 2021 and inflation 

worries remain elevated.   

https://www.wsj.com/articles/inflation-surge-pushes-u-s-real-interest-rates-into-more-deeply-negative-territory-11639321204?st=jdxih0lb0uidjl6&reflink=desktopwebshare_permalink
https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html
https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html
https://www.ft.com/content/f702bc0e-2769-4cdd-ad89-7186ac2cb6e3?emailId=61b6d593e368d00004d48f74&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.reuters.com/world/middle-east/turkish-lira-hits-new-low-ahead-cenbank-meeting-this-week-2021-12-13/
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• Although congressional leaders continue to bravely talk about moving the Build Back 

Better plan through the legislature before year’s end, it looks increasingly likely that the 

bill will be on next year’s agenda.  The president is talking to Sen. Manchin (D-WV) to 

sway him to move on the bill, but the senator’s worries about inflation will likely lead 

him to delay his support.   

• Inflation is the dominant concern in the economy.  There are growing worries that 

inflation expectations are rising, which could force the FOMC to take more aggressive 

policy actions.  We do expect inflation to moderate next year from base effects alone.  

However, there is also a rising chance that the inflation that develops will be lasting as 

real estate inflation begins to filter into the economy.   

• Nevertheless, don’t call it stagflation.  Economic growth in Q4 still looks robust.   

• We continue to monitor the supply chains.  So far, the preponderance of the evidence 

suggests they remain snarled.  Toyota (TM, USD, 182.35) announced it will be closing 

four plants in Japan due to supply chain disruptions.   

• The labor market remains a puzzle.  Depending on the metric being used, either the labor 

market is struggling to recover from the pandemic, or it is so tight that wages will need to 

rise to balance the market.  One area we have noted is the exit of workers aged 65+ from 

the labor force.  Although we expect those workers to remain retired, there are anecdotal 

reports that some may be considering a return to work because the support money has 

dried up or because the cost of living is rising fast enough that they need the additional 

cash.  Another area causing tighter labor markets is the decline in immigration; the 

foreign born population appears to be falling.  Deteriorating health seems to be keeping 

people out of the labor force as well.   

• Climate policy has been a point of political division.  Increasingly, financial regulators 

are changing regulations on financing fossil fuel companies.  However, the area to watch 

is insurance; the national flood insurance program is looking to lift insurance costs on 

seaside residential properties.   

• Bank overdraft fees are coming under scrutiny.   

• One reason crypto volatility is high is due to the lack of liquidity.   

 

International roundup:  The G-7 warns Russia. 

• The G-7 has warned Russia that any military action against Ukraine will lead to “massive 

consequences,” or very heavy sanctions.  We do note there is growing skepticism that 

Russia will be denied access to the S.W.I.F.T. network, but we could see Russia denied 

access to Western energy technology. 

o Ukraine has accused Germany of blocking military sales to Kiev; Berlin worries 

that arming Ukraine may provoke Moscow.   

• The White House is reviewing military options against Iran if the current nuclear talks 

fail.  We doubt the U.S. will take military action, but other states in the region might act.   

o Iran is deporting refugees from Afghanistan.   

https://www.politico.com/news/2021/12/13/dems-child-tax-credit-expire-social-bill-524084?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.axios.com/democrats-brace-for-build-back-better-delay-into-2022-b105d083-f716-418f-9e18-c83ec2b6f68f.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiossneakpeek&stream=top
https://www.wsj.com/articles/biden-aims-to-win-pivotal-democrats-support-for-2-trillion-spending-plan-11639341192?st=f0x36e3y6ij1rx1&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/inflation-expectations-federal-reserve-interest-rates-11639352911?st=n3wpc34yq5c39zf&reflink=desktopwebshare_permalink
https://apnews.com/article/business-economy-prices-inflation-e5b8ab50495920c7c6c4d8cf98aaebe5
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/viewer.html?pdfurl=https%3A%2F%2Fwww.atlantafed.org%2F-%2Fmedia%2Fdocuments%2Fcqer%2Fresearchcq%2Fgdpnow%2FRealGDPTrackingSlides.pdf&clen=236379
https://www.ft.com/content/15b44fc9-5f86-4b28-ae05-a3233db13977?emailId=61b6d593e368d00004d48f74&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/15b44fc9-5f86-4b28-ae05-a3233db13977?emailId=61b6d593e368d00004d48f74&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://asia.nikkei.com/Business/Automobiles/Toyota-halts-lines-at-4-Japan-plants-due-to-supply-chain-woes
https://www.nbcnews.com/news/amp/ncna1285736
https://www.nbcnews.com/news/amp/ncna1285736
https://www.axios.com/newsletters/axios-sneak-peek-111a6360-64f6-4694-86b7-4d45b7f8636c.html?chunk=2&utm_term=emshare#story2
https://www.axios.com/newsletters/axios-markets-6533c9ee-797d-498a-88f0-76d34965b2c1.html?chunk=0&utm_term=emshare#story0
https://www.axios.com/newsletters/axios-markets-6533c9ee-797d-498a-88f0-76d34965b2c1.html?chunk=0&utm_term=emshare#story0
https://www.wsj.com/articles/janet-yellen-walks-political-tightrope-to-deliver-on-bidens-climate-promises-11639310403?reflink=desktopwebshare_permalink
https://www.theatlantic.com/politics/archive/2021/12/democrats-climate-change-flood-insurance/620954/
https://www.wsj.com/articles/overdraft-fees-enrich-banks-and-the-biden-administration-wants-less-of-that-11639218603?st=bvlcyrm6td7f3xa&reflink=desktopwebshare_permalink
https://www.ft.com/content/ab2ee298-3de9-40d2-ae89-53df1ff7022c?emailId=61b6b7c928033c0004c66bbc&segmentId=38af067e-f67a-09ef-7f9d-cb40b4153a58
https://www.nytimes.com/2021/12/12/us/politics/g7-russia-ukraine.html?smid=url-share
https://www.wsj.com/articles/g-7-officials-warn-of-massive-consequences-if-russia-invades-ukraine-11639324020?st=vt0h2mmrzijk4by&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/g-7-officials-warn-of-massive-consequences-if-russia-invades-ukraine-11639324020?st=vt0h2mmrzijk4by&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/12/12/blinken-biden-russia-ukraine-524128?utm_source=POLITICO.EU&utm_campaign=83c570a9e5-EMAIL_CAMPAIGN_2021_12_13_05_03&utm_medium=email&utm_term=0_10959edeb5-83c570a9e5-190334489
https://www.ft.com/content/21a9b239-f68c-4821-9586-8d60b8c044f0
https://www.ft.com/content/1336c9be-f1c9-4545-9f85-3b07fcb746d6
https://amp.cnn.com/cnn/2021/12/11/politics/iran-nuclear-weapon-us-military-options/index.html
https://www.wsj.com/articles/iran-steps-up-deportations-of-afghans-trying-to-flee-taliban-and-poverty-11639324804?st=bn8m6oylw8mz7nn&reflink=desktopwebshare_permalink
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• SoS Blinken is making a tour of Southeast Asia.  Although the U.S. is trying to woo these 

nations, American resistance to supporting trade in the region will hamper Washington’s 

influence.   

• South Korea has applied to the CPTPP, the successor to the TPP. 

 

China news:  The diplomatic boycott may be mostly an Anglo-Saxon affair. 

• So far, the U.S. diplomatic boycott of the Winter Olympics has not fostered widespread 

adoption.  The EU is considering a boycott, but several European nations have ruled it 

out (although Lithuania, which has sided with Taiwan, has decided to join the boycott).  

For the boycott to be effective, it needs widespread acceptance; if only a few nations 

participate in the boycott then the action won’t have much impact.   

• It isn’t just the West that is struggling to find high-tech workers; so is Beijing.   

• In our series on central bank digital currencies, we noted that such currencies would give 

governments the power to gather data on spending habits.  British intelligence agencies 

warn that China will almost certainly exploit this feature.   

• The EU has been working to implement a carbon adjustment tax, which would be a form 

of tariff that would lift import prices based on their carbon footprint.  This development 

could lead to much higher tariffs on Chinese imports.   

 

COVID-19:  The number of reported cases is 270,252,555, with 5,308,651 fatalities.  In the 

U.S., there are 49,921,422 confirmed cases, with 797,348 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 594,475,575 doses of the vaccine 

have been distributed, with 484,190,896 doses injected.  The number receiving at least one dose 

is 239,008,166, while the number receiving second doses, which would grant the highest level of 

immunity, is 201,975,235.  For the population older than 18, 72.1% of the population has been 

fully vaccinated, with 60.8% of the entire population fully vaccinated.  The FT has a page on 

global vaccine distribution.        

• Cyril Ramaphosa, the president of South Africa, has tested positive for COVID-19.  His 

case is said to be mild.   

• There are increasing worries that the low level of booster injections in the 65+ U.S. 

population could lead to another surge in hospitalizations as the omicron variant expands.   

A U.K. study suggests that the booster is up to 75% effective against omicron.   

• Omicron may become the dominant variant in Europe by next week.   

• Covax, the program to distribute vaccines to the emerging economies, is falling far short 

of its goals.   

 

U.S. Economic Releases  

  

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

 

 

https://www.reuters.com/world/blinken-heads-southeast-asia-deepen-cooperation-china-pushback-2021-12-12/
https://www.ft.com/content/3bb1ee0e-ae04-4836-88bb-fa5c859992ed?emailId=61b72a8fb6faed0004eeab09&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.bbc.com/news/world-europe-59599063?utm_source=POLITICO.EU&utm_campaign=83c570a9e5-EMAIL_CAMPAIGN_2021_12_13_05_03&utm_medium=email&utm_term=0_10959edeb5-83c570a9e5-190334489
https://www.lrt.lt/naujienos/sportas/10/1553732/is-seimo-atskriejes-boikoto-siulymas-iaudrino-ziemos-sportininkus-tai-yra-tiesiog-beprotyste?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.voanews.com/a/experts-diplomatic-boycott-of-beijing-games-needs-more-nations-for-impact/6348541.html
https://www.thewirechina.com/2021/12/12/help-wanted/
https://www.ft.com/content/128d7139-15d6-4f4d-a247-fc9228a53ebd
https://www.ft.com/content/128d7139-15d6-4f4d-a247-fc9228a53ebd
https://www.thewirechina.com/2021/12/12/carbon-border-adjustment-is-chinas-worst-nightmare/
https://www.thewirechina.com/2021/12/12/carbon-border-adjustment-is-chinas-worst-nightmare/
https://www.nytimes.com/live/2021/12/11/world/covid-omicron-vaccines?action=click&block=storyline_menu_recirc&campaign_id=51&emc=edit_mbe_20211213&instance_id=47669&is_new=false&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=Article&regi_id=5677267&region=TOP_BANNER&segment_id=76832&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/live/2021/12/13/world/covid-omicron-vaccines/cyril-ramaphosa-covid
https://www.axios.com/seniors-omicron-coronavirus-vaccines-boosters-9f115055-724a-438a-8e7c-9c30494e790a.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/seniors-omicron-coronavirus-vaccines-boosters-9f115055-724a-438a-8e7c-9c30494e790a.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/2b309e14-046e-4dbd-976f-1bffb66188ab?emailId=61b6d593e368d00004d48f74&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.washingtonpost.com/world/europe/omicron-dominant-europe-covid/2021/12/10/7ec14c42-59df-11ec-8396-5552bef55c3c_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%2F35827d6%2F61b6d37d9d2fdab56bc4cc0f%2F596b53f6ae7e8a44e7d597a3%2F40%2F70%2F61b6d37d9d2fdab56bc4cc0f
https://www.washingtonpost.com/world/2021/12/10/covax-doses-delivered/?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%2F35827de%2F61b6d37d9d2fdab56bc4cc0f%2F596b53f6ae7e8a44e7d597a3%2F58%2F70%2F61b6d37d9d2fdab56bc4cc0f
https://www.washingtonpost.com/world/2021/12/10/covax-doses-delivered/?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%2F35827de%2F61b6d37d9d2fdab56bc4cc0f%2F596b53f6ae7e8a44e7d597a3%2F58%2F70%2F61b6d37d9d2fdab56bc4cc0f
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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. 
 

Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China FDI YTD CNY y/y Nov 17.8% * Equity and bond neutral

Japan Tankan Large Mfg Index q/q 4Q 18 18 19 ** Equity and bond neutral

Tankan Large Non-Mfg Index q/q 4Q 9 2 5 ** Equity bullish, bond bearish

Tankan Large Mfg Outlook q/q 4Q 13 14 19 ** Equity and bond neutral

Tankan Large Non-Mfg Outlook q/q 4Q 8 3 9 * Equity and bond neutral

Tankan Large All Industry Capex q/q 4Q 9.3% 10.1% 9.8% ** Equity and bond neutral

Tankan Small Mfg Index q/q 4Q -1.0 -3.0 -3.0 ** Equity and bond neutral

Tankan Small Mfg Outlook q/q 4Q -1 -4 -1 ** Equity and bond neutral

Tankan Small Non-Mfg Outlook q/q 4Q -6 -13 -4 ** Equity and bond neutral

Core Machine Orders MoM m/m Oct 3.0% 0.0% 1.8% * Equity bullish, bond bearish

New Zealand REINZ House Sales y/y Nov -18.0% -21.7% ** Equity and bond neutral

Performance Services Index m/m Nov 46.5 44.6 *** Equity and bond neutral

Net Migration SA m/m Oct 814 653 *** Equity and bond neutral

EUROPE

Germany Wholesale Price Index y/y Nov 16.6% 15.2% ** Equity bearish, bond bullish

Italy Unemployment Rate Quarterly q/q 3Q 9.2% 9.8% 9.4% *** Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 10-Dec 646.8b 645.7b * Equity and bond neutral

Total Sight Deposits CHF w/w 10-Dec 722.7b 720.3b * Equity and bond neutral

Russia Budget Balance YTD m/m Nov 2337.6b 2140.1b 1904.1b ** 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) 20 20 0 Down

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

TED spread (bps) 16 15 1 Neutral

U.S. Libor/OIS spread (bps) 9 9 0 Down

10-yr T-note (%) 1.47 1.49 -0.02 Down

Euribor/OIS spread (bps) -59 -59 0 Neutral

EUR/USD 3-mo swap (bps) 15 6 9 Down

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Down Neutral

Pound Down Neutral

Franc Down Neutral

Central Bank Action Current Prior Expected

China Lending Facility Rate 2.950% On forecast  
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Commodity Markets 
 

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

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

Price Prior Change Explanation

Brent $75.32 $75.15 0.23%

WTI $71.79 $71.67 0.17%  

Natural Gas $3.98 $3.93 1.48%  

Crack Spread $20.21 $19.69 2.68%

12-mo strip crack $20.71 $20.43 1.36%

Ethanol rack $3.32 $3.31 0.38%

Gold $1,786.98 $1,782.84 0.23%

Silver $22.23 $22.20 0.14%

Copper contract $430.55 $428.65 0.44%

Corn contract $587.25 $590.00 -0.47%

Wheat contract $777.00 $785.25 -1.05%

Soybeans contract $1,268.75 $1,274.25 -0.43%

Baltic Dry Freight 3,272            3,343            -71

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

throughout the Southeast, with cooler-than-normal temperatures only along the Pacific and 

Rocky Mountain regions.  The forecasts call for wet conditions throughout the South, with dry 

conditions in Rocky Mountain region.   
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Data Section 
 

U.S. Equity Markets – (as of 12/10/2021 close) 
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Utilities

Communication Services
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Industrials
Materials
S&P 500

Consumer Discretionary
Real Estate

Financials
Technology

Energy
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0.0% 1.0% 2.0% 3.0%
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Financials

Real Estate

Healthcare

Industrials

Utilities

Materials

Consumer Discretionary

Energy

S&P 500

Consumer Staples

Technology

Prior Trading Day Total Return

(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 12/10/2021 close) 

 

-20.0% 0.0% 20.0% 40.0%

US Government Bond

Emerging Markets ($)

US Corporate Bond

Emerging Markets (local currency)

Cash

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Value

Mid Cap

Commodities

Large Cap

Growth

Real Estate

YTD Asset Class Total Return

Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily.  The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

December 9, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 12/8/2021 = 22.5x

 
 

Based on our methodology,2 the current P/E is 22.5x, up 0.2x from last week.  The rise in the 

multiple is due to higher index prices.  
 

 

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. 

 
2 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. 


