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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: November 8, 2021—9:30 AM EST] Global equity markets are mixed this morning.  In 

Europe, the EuroStoxx 50 is down 0.1% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 0.1%. Chinese markets were higher, with the Shanghai Composite up 0.2% from its 

prior close and the Shenzhen Composite up 0.5%.  U.S. equity index futures are signaling a 

slightly higher open.  With 446 companies having reported, the S&P 500 Q3 2021 earnings stand 

at $54.40, higher than the $50.34 forecast for the quarter.  The forecast reflects a 27.5% increase 

from Q3 2020 earnings.  Thus far this quarter, 82.2% of the companies have reported earnings 

above forecast, while 14.1% have reported earnings below forecast.   
 

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

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

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

• Weekly Geopolitical Report (11/1/2021): “Approaching A Traffic Light in Germany” 

• Weekly Energy Update (11/4/2021): We discuss falling oil prices, the SPR, and the 

budget’s proposals for oil and gas, and alternative energy 

• 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 (11/5/2021) (with associated podcast): We discuss the financial 

market's influence on Fed policy 

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

Globalization” 

 

Good morning and happy Monday!  It’s lighter in the morning but will be darker earlier.  Risk 

markets are modestly higher this morning.  Tesla (TSLA, USD, 1222.09) is making news (and 

might be lowering the major indices) after Elon Musk had a Twitter (TWTR, USD, 53.15) poll 

asking the “public” if he should sell 10% of his Tesla stock and pay capital gains taxes.  The 

public overwhelmingly told him to do so, and shares are lower this morning.  We also note oil 

prices have dipped on reports the White House will take steps to increase supplies.  We expect 

the SPR to be aggressively tapped.  We will have more to say on this in Thursday’s Weekly 

Energy Update.  Our regular coverage begins with the international roundup.  Up next is 

economics and policy; the infrastructure bill passed.  China and crypto news follow, and we 

close with the pandemic update.   

 

 

 

 

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_11_1_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_nov_04_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Nov_05_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/global-stock-markets-dow-update-11-08-2021-11636364300?st=fw7252893kbyr23&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/tesla-share-price-slides-after-musk-promises-to-sell-21-billion-stake-11636364256?st=tuxoonixbzkfccm&reflink=desktopwebshare_permalink
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International roundup:  Russia is getting active, and Iraq’s PM survives a drone attack. 

• Recently, we commented on Russia’s increasing troop strength on the Ukraine frontier.  

It’s apparently serious enough that the CIA Director is going to Moscow to warn the 

Kremlin about its actions.   

• Russia has also been active on its eastern end.  It has been conducting naval exercises in 

the Sea of Japan and reportedly threatened the USS Chafee, a guided-missile destroyer.  

The Pentagon has denied that the Chafee was in Russian waters.   

• Although Russia and China have been making highly public shows of their military 

cooperation, one potential point of conflict is in Central Asia.  China has extended its 

influence into the region, in part to protect its western border from Islamic influence and 

in part to gain access to the region’s mineral wealth.  Russia views this area as its sphere 

of influence and is acting to counter China’s actions.  We note that nations in Central 

Asia are taking steps to control social media, following the lead of both China and 

Russia.   

• Iraqi PM Mustafa al-Kadhimi avoided injury from a brazen drone attack on the “green 

zone,” an area set up by the U.S. for critical government operations.  It is considered to 

be highly secure, so the attack is symbolic because it shows that one isn’t safe even in the 

green zone.  Six security officers were wounded in the attack.  Governments around the 

world are condemning the act.  We note the U.S. described the incident as a “terrorist 

attack” while the EU avoided the term.  So far, no group has taken responsibility for the 

incident.  However, recent elections have elevated Moqtada al-Sadr’s political group, 

which is anti-Iranian.  Thus, it’s highly possible the attack was backed by Tehran; this 

would account for the EU’s stance.  The EU tends to avoid upsetting Tehran.   

• Nicaragua held elections yesterday, but due to aggressive suppression of the opposition, 

Daniel Ortega is all but guaranteed victory.   

• Sudan recently experienced a coup; protests against the junta continue.   

• Argentina will go to the polls for midterm elections next weekend, and polls suggest the 

ruling Peronists are going to take a drubbing.  There are growing concerns that the 

government will default on obligations because of the IMF.   

Economics and policy:  Infrastructure passes. 

• The infrastructure package passed the House late Friday.  Although six progressives 

voted against the measure, enough Republicans supported it to ensure passage.  The 

package has all sorts of spending over the next decade and is a win for the White House.  

Overall, though, the net effect on the economy is expected to be modest.  It remains to be 

seen if the budget will pass in the aftermath.  The fact that six progressive Democrats 

voted against the measure could mean that moderates may not pass the current bill.  We 

suspect the progressives knew passage of the infrastructure bill was settled, and thus, 

their opposition was mostly grandstanding.  We will be watching in the coming weeks to 

see how the budget bill goes. 

• President Biden reportedly met with Chair Powell as part of the latter’s renomination 

campaign.  We think odds favor Powell’s reappointment, but there is still a chance Biden 

could try to put his own Fed Chair in place.  Biden is facing pressure from left-wing 

https://www.cnn.com/2021/11/05/politics/bill-burns-moscow-ukraine/index.html
https://tass.com/defense/1347887
https://tass.com/defense/1350181
https://www.reuters.com/world/asia-pacific/russia-accuses-us-attempting-violate-territorial-waters-ifax-2021-10-15/
https://gandhara.rferl.org/a/tajikistan-china-war-on-terror-afghan/31509370.html
https://tass.com/defense/1349041
https://tass.com/defense/1349041
https://www.washingtonpost.com/world/asia_pacific/uzbekistan-kazakhstan-big-tech/2021/11/06/857efe86-3db4-11ec-bd6f-da376f47304e_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%2F353904b%2F6188af269d2fda9d413c7311%2F596b53f6ae7e8a44e7d597a3%2F33%2F68%2F6188af269d2fda9d413c7311
https://www.washingtonpost.com/world/asia_pacific/uzbekistan-kazakhstan-big-tech/2021/11/06/857efe86-3db4-11ec-bd6f-da376f47304e_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%2F353904b%2F6188af269d2fda9d413c7311%2F596b53f6ae7e8a44e7d597a3%2F33%2F68%2F6188af269d2fda9d413c7311
https://www.reuters.com/world/middle-east/iraqi-pm-chairs-security-meeting-after-drone-attack-residence-2021-11-07/
https://www.washingtonpost.com/world/drone-targets-iraq-prime-minister/2021/11/07/9f9bf8b4-3fbc-11ec-8534-ec852a55e0e6_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%2F353904a%2F6188af269d2fda9d413c7311%2F596b53f6ae7e8a44e7d597a3%2F32%2F68%2F6188af269d2fda9d413c7311
https://www.washingtonpost.com/world/drone-targets-iraq-prime-minister/2021/11/07/9f9bf8b4-3fbc-11ec-8534-ec852a55e0e6_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%2F353904a%2F6188af269d2fda9d413c7311%2F596b53f6ae7e8a44e7d597a3%2F32%2F68%2F6188af269d2fda9d413c7311
https://www.washingtonpost.com/world/drone-targets-iraq-prime-minister/2021/11/07/9f9bf8b4-3fbc-11ec-8534-ec852a55e0e6_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%2F353904a%2F6188af269d2fda9d413c7311%2F596b53f6ae7e8a44e7d597a3%2F32%2F68%2F6188af269d2fda9d413c7311
https://www.nytimes.com/2021/11/07/world/americas/nicaragua-election-ortega.html?smid=url-share
https://www.bbc.com/news/world-africa-59197250?utm_source=Eurasia+Group+Signal&utm_campaign=88f320c631-EMAIL_CAMPAIGN_2021_11_08_12_02&utm_medium=email&utm_term=0_e605619869-88f320c631-134308033
https://www.reuters.com/world/americas/argentinas-peronists-face-painful-defeat-midterms-polls-show-2021-11-05/
https://www.gzeromedia.com/hard-numbers-japan-ruling-partys-majority-shrinks-taliban-leader-shows-face-argentina-stiffs-imf-turkey-expels-syrian-tiktokers?utm_source=Eurasia+Group+Signal&utm_campaign=88f320c631-EMAIL_CAMPAIGN_2021_11_08_12_02&utm_medium=email&utm_term=0_e605619869-88f320c631-134308033
https://www.nytimes.com/2021/08/10/us/politics/infrastructure-bill-passes.html?smid=url-share
https://www.whitehouse.gov/briefing-room/statements-releases/2021/08/02/updated-fact-sheet-bipartisan-infrastructure-investment-and-jobs-act/
https://www.wsj.com/articles/democrats-cheer-infrastructure-vote-but-regret-it-took-so-long-11636302939?st=sfiz5cfbvceiri2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/infrastructure-law-seen-having-small-positive-impact-on-growth-11636191000?st=vmy7p32oqx8uqhh&reflink=desktopwebshare_permalink
https://www.ft.com/content/a8074539-594f-420a-afcc-2d62b8f35a8c
https://www.axios.com/bidens-fed-calculus-a166431d-b4da-4c47-aa5e-93837b9b77a0.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
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populists to appoint Lael Brainard.  In practical terms, there isn’t much policy difference 

between the two.  They are both reliably dovish, although Brainard would likely support 

expanded regulations on financial firms.  This vote is turning into a political morass for 

the president.  Reappointing Powell can get through the Senate; Brainard might not make 

it through.  Financial markets, already at high valuations, won’t take a rejection of Powell 

lightly.   

• Inflation is becoming a hot-button issue in the U.S.  It is already becoming a topic for 

next year’s midterms.  It’s not just a U.S. issue.  Asian beef buyers are facing sticker 

shock as disease and labor issues reduce supplies.  Eurozone CPI is up to 4.1%, and ECB 

President Legarde is facing increasing pressure within the central bank to do something 

about it.  Polls suggest consumers are not pleased with rising prices.  Major European 

firms are warning that additional price increases are coming.   

• Supply chain disruptions are a major cause of rising prices.  A case study of the paint and 

coating industry highlights a delicate supply chain that was vulnerable to disruption.  

When something as mundane as paint has a complicated supply structure, it highlights 

that these current dislocations probably won’t be solved soon.   

• One factor that has affected inflation is that industries have become concentrated over the 

past three decades.  As industries become concentrated, they have greater market power 

to protect margins and pass along price increases.  Sadly, supply chain issues further 

favor the larger firms and could lead to additional concentration. 

• Over the years, the number of jobs requiring advanced education has grown.  Anecdotal 

reports suggest that the advent of online job sites, which allow for easy application for 

positions, has led hiring managers to require a BA or higher as a screening tool.  Hiring 

managers report that they have upscaled the positions as a way to reduce the crush of 

applications for positions.  However, that situation happened when there were fewer jobs 

than candidates.  In the current environment, firms are scrambling to find workers and 

thus are moving the other direction—ending the need for college for various positions to 

expand the pool of applicants.  Background checks are being eased and other restrictions 

are being lifted.   

• We have noted recently that financial markets, especially the financial media, are seeing 

massive mood swings on the non-farm payroll data.  This chart suggests participants 

should not get too excited about the first month’s report. 

https://www.axios.com/bidens-fed-calculus-a166431d-b4da-4c47-aa5e-93837b9b77a0.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/87d4e7f4-2f23-4c88-b70b-1f72224a4fc1?emailId=61889820527bc20004ca6e18&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/87d4e7f4-2f23-4c88-b70b-1f72224a4fc1?emailId=61889820527bc20004ca6e18&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.axios.com/nrcc-midterm-ad-buy-7e8af334-ad7f-4838-9fc8-eedef27211d5.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/nrcc-midterm-ad-buy-7e8af334-ad7f-4838-9fc8-eedef27211d5.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://asia.nikkei.com/Spotlight/Market-Spotlight/Beef-price-surge-piles-pressure-on-restaurants-and-retailers
https://www.politico.eu/article/eurozone-inflation-surges-to-4-1-percent-amid-strong-growth/?utm_source=POLITICO.EU&utm_campaign=c288b138f5-EMAIL_CAMPAIGN_2021_11_08_04_18&utm_medium=email&utm_term=0_10959edeb5-c288b138f5-190334489
https://www.politico.eu/article/ecb-leaves-policy-on-hold-as-prices-surge/?utm_source=POLITICO.EU&utm_campaign=c288b138f5-EMAIL_CAMPAIGN_2021_11_08_04_18&utm_medium=email&utm_term=0_10959edeb5-c288b138f5-190334489
https://www.politico.eu/article/ecb-leaves-policy-on-hold-as-prices-surge/?utm_source=POLITICO.EU&utm_campaign=c288b138f5-EMAIL_CAMPAIGN_2021_11_08_04_18&utm_medium=email&utm_term=0_10959edeb5-c288b138f5-190334489
https://vervetimes.com/christine-lagarde-lagarde-faces-widening-split-at-ecb-over-inflation-target/
https://www.francebleu.fr/infos/economie-social/75-des-francais-estiment-que-leur-pouvoir-d-achat-diminue-selon-un-sondage-odoxa-groupama-pour-1634649766?utm_source=POLITICO.EU&utm_campaign=c288b138f5-EMAIL_CAMPAIGN_2021_11_08_04_18&utm_medium=email&utm_term=0_10959edeb5-c288b138f5-190334489
https://www.theguardian.com/business/2021/nov/03/ikea-owner-warns-of-price-rises-as-supply-chain-crisis-takes-toll?utm_source=POLITICO.EU&utm_campaign=c288b138f5-EMAIL_CAMPAIGN_2021_11_08_04_18&utm_medium=email&utm_term=0_10959edeb5-c288b138f5-190334489
https://www.theguardian.com/business/2021/nov/03/ikea-owner-warns-of-price-rises-as-supply-chain-crisis-takes-toll?utm_source=POLITICO.EU&utm_campaign=c288b138f5-EMAIL_CAMPAIGN_2021_11_08_04_18&utm_medium=email&utm_term=0_10959edeb5-c288b138f5-190334489
https://www.ft.com/content/3f4a1579-2733-40e9-b052-cb0629296765?emailId=61890773527bc20004ca71c4&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/3f4a1579-2733-40e9-b052-cb0629296765?emailId=61890773527bc20004ca71c4&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.washingtonpost.com/business/2021/11/07/small-business-supply-chain-pandemic/?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%2F3539051%2F6188af269d2fda9d413c7311%2F596b53f6ae7e8a44e7d597a3%2F42%2F68%2F6188af269d2fda9d413c7311
https://www.washingtonpost.com/business/2021/11/07/small-business-supply-chain-pandemic/?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%2F3539051%2F6188af269d2fda9d413c7311%2F596b53f6ae7e8a44e7d597a3%2F42%2F68%2F6188af269d2fda9d413c7311
https://statchatva.org/2019/05/10/a-greater-number-of-jobs-require-more-education-leaving-middle-skill-workers-with-fewer-opportunities/
https://www.wsj.com/articles/help-really-wanted-no-degree-work-experience-or-background-checks-11636196307?st=ew4q8gzzgy00hrh&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/help-really-wanted-no-degree-work-experience-or-background-checks-11636196307?st=ew4q8gzzgy00hrh&reflink=desktopwebshare_permalink
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(Source:  Axios) 

 

As this shows, we have seen massive revisions this year.  Much of this is due to the 

seasonal adjustment process.  Seasonal adjustments are made to take account for the 

normal seasonal swings in hiring and are based on recent history.  Recent history, 

unfortunately, has been anything but normal and leads to distortions that are addressed in 

the revisions.  We also warn that every year, the BLS benchmarks have revisions, and 

even these numbers are subject to change.  The best advice is to use a three-month 

smoothing process which reduces the front-month impact and takes the revisions into 

account.   

• Airlines until recently were offering early retirement to pilots, because the pandemic was 

increasing the number of pilots ending their careers.  Now, airlines are hiring 

aggressively.  They are also boosting pay for attendants who are willing to work on 

holidays.   

• One of the trickier areas of monetary policy and inflation is housing. That’s because a 

house is both an asset and a cost.  In the U.S., we use a tool called “owner’s equivalent 

rent” to parse out the impact of housing operating costs for inflation purposes.  For the 

most part, central banks are careful about including asset prices in policy aims because it 

appears as if they are targeting asset prices. Thus, there is great interest in the Reserve 

Bank of New Zealand’s decision to include home prices in the inflation policy.  So far, 

most of their policy actions have been regulatory; it has discouraged low down payment 

mortgages and supported higher density housing projects.  However, if the RBNZ begins 

raising rates because of high home prices, the increase in rates will likely lead to weaker 

home prices, triggering declines in wealth.   

https://www.wsj.com/articles/pilots-are-in-demand-again-as-strained-airlines-go-on-a-hiring-spree-11636367402?st=60c0e235nzbrn5l&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/pilots-are-in-demand-again-as-strained-airlines-go-on-a-hiring-spree-11636367402?st=60c0e235nzbrn5l&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/american-airlines-boosts-flight-attendants-pay-ahead-of-holiday-travel-11636154300?reflink=desktopwebshare_permalink
https://www.wsj.com/articles/american-airlines-boosts-flight-attendants-pay-ahead-of-holiday-travel-11636154300?reflink=desktopwebshare_permalink
https://www.wsj.com/articles/one-of-the-worlds-hottest-real-estate-markets-tries-to-cool-down-11636297200?st=t4zm6d5q2pq1rlc&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/one-of-the-worlds-hottest-real-estate-markets-tries-to-cool-down-11636297200?st=t4zm6d5q2pq1rlc&reflink=desktopwebshare_permalink
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China news:   

• China has maintained a zero-COVID-19 policy, meaning that instead of preparing for the 

endemic presence of the virus, Beijing continues to shut down areas where infections 

develop.  Especially as anti-viral treatments emerge, this policy will become harder to 

maintain, given their economic costs.  However, the Xi regime has staked its reputation 

on the policy, making it difficult to end.   

• Regulations surrounding the insider sale of stock apparently are not consistent across 

nations.  Chinese executives took advantage of this condition to dump New York-listed 

shares of their companies when crackdowns developed in China.   

• A Chinese intelligence officer has been convicted of trying to steal secret information 

from General Electric (GE, USD, 108.74).   

• Joseph Nye, a professor of foreign policy, has penned an op-ed on the Cold War notion 

with China, showing the concept to be improper, at least in comparing it to the one with 

the Soviets.  The U.S. and China are closely linked economically, making isolating China 

much more complicated.   

• As part of upcoming CPC meetings, General Secretary Xi will be creating a historical 

narrative that puts him on par with Mao and Deng.  We expect this idea to be approved, 

which will further boost his power.   

• China’s trade surplus expanded further in October.  On a 12-month rolling basis, it hit a 

new high. 

 
 

https://www.ft.com/content/1ad85000-6fb1-474e-8bc7-949139aa0124
https://www.ft.com/content/1ad85000-6fb1-474e-8bc7-949139aa0124
https://www.ft.com/content/41ec575f-d8ee-45d4-b604-fe66566a8c5c
https://www.ft.com/content/9181a2d2-ae0e-43f7-8ee4-a162f4b701c1
https://www.nytimes.com/2021/11/02/opinion/biden-china-cold-war.html?smid=url-share
https://www.nytimes.com/2021/11/07/world/asia/china-xi-jinping.html?smid=url-share
https://www.nytimes.com/2021/11/07/world/asia/china-xi-jinping.html?smid=url-share
https://www.wsj.com/articles/china-trade-surplus-hits-record-high-in-october-11636336241?st=z7k0yw4v9sjs16q&reflink=desktopwebshare_permalink
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• Nations around the world know that the U.S. and others have satellites that allow 

intelligence agencies to monitor their activities.  North Korea, in response, performs 

sensitive activities underground.  China is apparently practicing missile strikes on 

mockups of U.S. aircraft carriers.  Beijing is sending an unmistakable signal that these 

vessels are vulnerable.   

• China’s digital CNY is seeing wider usage.   

 

Crypto:  Stablecoins and DarkSide are the major headlines today. 

• U.S. regulators are expressing greater concern over the problems associated with 

stablecoins, calling for “urgent” regulation.   

• The U.S. has put a $10 million bounty out on the DarkSide hackers.   

 

COVID-19:  The number of reported cases is 250,005,427, with 5,052,148 fatalities.  In the 

U.S., there are 46,488,417 confirmed cases with 754,431 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 534,081,335 doses of the vaccine 

have been distributed, with 430,927,624 doses injected.  The number receiving at least one dose 

is 223,629,671, while the number receiving second doses, which would grant the highest level of 

immunity, is 193,832,584.  For the population older than 18, 70.1% of the population has been 

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

• An appeals court has temporarily halted the vaccine mandate.  Tensions over the mandate 

remain high.   

• China has been distributing its vaccines to foreign militaries.   

• The U.S. is ending most foreign travel restrictions to vaccinated foreign visitors.   

• One of the more troubling side effects of the mRNA vaccines is myocarditis.  

Researchers are trying to determine why this side effect occurs.  The side effect is rare 

and mostly affects young people.  There have been 877 cases out of 86 million (0.001%) 

in those 30 years or younger, and the majority of cases are in men.  Most cases self-

resolve in a few days, and COVID-19 itself can lead to myocarditis (0.146%).  There is 

some concern that if the injection directly hits a vein, it can expose the heart to the 

vaccine and raise the risk of the side effect.   

U.S. Economic Releases  

 

There were no economic releases prior to the publication of this report. The table below lists the 

economic releases and/or Fed events scheduled for the rest of the day. 

 

https://www.reuters.com/world/china/china-builds-mockups-us-navy-ships-area-used-missile-target-practice-2021-11-08/
https://www.reuters.com/world/china/china-builds-mockups-us-navy-ships-area-used-missile-target-practice-2021-11-08/
https://news.bitcoin.com/chinas-digital-currency-used-in-transactions-worth-10-billion-140-million-people-have-digital-yuan-wallets/
https://www.ft.com/content/acdf7d95-5bd6-4723-9876-46e6c40bb88a
https://www.ft.com/content/acdf7d95-5bd6-4723-9876-46e6c40bb88a
https://www.wired.com/story/darkside-ransomware-ukraine-russia-trojan-source-security-news/
https://www.nytimes.com/live/2021/11/07/world/covid-booster-vaccine?campaign_id=51&emc=edit_mbe_20211108&instance_id=44859&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=73812&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.ft.com/content/d00e65d3-3904-46ed-a2f0-2620f0e340e4
https://www.axios.com/vaccine-mandates-inflame-the-culture-wars-4fdcf8eb-9938-42e5-9182-2878181323fc.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/vaccine-mandates-inflame-the-culture-wars-4fdcf8eb-9938-42e5-9182-2878181323fc.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/chinas-army-furnishes-foreign-militaries-with-covid-19-vaccines-11636369726?st=con4nouw3a8knnm&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/11/07/travel/us-travel-ban-reunions.html?smid=url-share
https://www.cdc.gov/mmwr/volumes/70/wr/mm7035e5.htm#:~:text=During%20March%202020%E2%80%93January%202021%2C%20the%20period%20that%20coincided%20with,not%20diagnosed%20with%20COVID%2D19.
https://www.cdc.gov/mmwr/volumes/70/wr/mm7035e5.htm#:~:text=During%20March%202020%E2%80%93January%202021%2C%20the%20period%20that%20coincided%20with,not%20diagnosed%20with%20COVID%2D19.
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EDT Speaker or event

9:00 Richard Clarida Discusses Prospects for Monetary Policy

10:30 Jerome Powell to Make Opening Remarks at Fed Diversity Conference Chairman of Board of Governors of Federal Reserve

12:00 Patrick Harker Speaks to Economic Club of New York President of the Federal Reserve Bank of Philadelphia

12:00 Michelle Bowman Discusses the U.S. Housing Market

13:50 Charles Evans Speaks on Economy and Monetary Policy

 No economic releases today

Fed Speakers or Events

President of the Federal Reserve Bank of Chicago

District or position

Member of the Board of Governors

Vice Chairman of Board of Governors of Federal Reserve

 
 

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

Japan Leading Index CI m/m Sep 99.7 101.3 99.8 *** Equity and bond neutral

Coincident Index m/m Sep 87.5 91.3 87.9 ** Equity and bond neutral

EUROPE

Eurozone Sentix Investor Confidence m/m Nov 18.3 16.9 15.0 ** Equity and bond neutral

Russia Wellbeing Fund m/m Oct $197.7b $191.0b * Equity and bond neutral

Light Vehicle Car Sales m/m Oct -18.1% -22.6% -22.0% ** Equity and bond neutral

AMERICAS

Brazil FGV Inflation IGP-DI m/m Oct 1.6% -0.6% 1.4% *** Equity and bond neutral

FGV CPI IPC-S w/w 7-Nov 0.81% 0.77% 0.62% *** Equity and bond neutral

Canada Bloomberg Consumer Confidence w/w 5-Nov 59.7 58.8 ** Equity and bond neutral

Mexico Gross Fixed Investment m/m Aug 13.9% 15.7% 11.8% ** Equity and bond neutral

Vehicle Exports m/m Oct 224535 195294 ** Equity and bond neutral

Vehicle Production m/m Oct 257813 208092 ** 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. 
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Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 14 14 0 Down

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

TED spread (bps) 11 10 1 Neutral

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

10-yr T-note (%) 1.48 1.45 0.03 Down

Euribor/OIS spread (bps) -57 -57 0 Neutral

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

Currencies Direction

dollar Down Neutral

euro Flat Up

yen Down Neutral

pound Flat Neutral

franc Down Neutral  
 

Commodity Markets 

 

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

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

Price Prior Change Explanation

Brent $83.73 $82.74 1.20% Oil Supply Pessimism

WTI $82.44 $81.27 1.44%  

Natural Gas $5.63 $5.52 2.10%  

Crack Spread $17.78 $17.52 1.51%

12-mo strip crack $20.46 $20.15 1.54%

Ethanol rack $3.35 $3.34 0.38%

Gold $1,817.63 $1,818.36 -0.04%

Silver $24.22 $24.16 0.23%

Copper contract $434.95 $434.30 0.15%

Corn contract $554.00 $553.00 0.18%

Wheat contract $771.75 $766.50 0.68%

Soybeans contract $1,206.00 $1,205.50 0.04%

Baltic Dry Freight 2,715            2,769            -54

Shipping

Energy Markets

Metals

Grains

 
 

Weather 

 

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

band running from California and the Southwest through Texas and into the Upper Midwest and 

the Northeast, with cooler-than-normal temperatures in the Pacific Northwest and Florida.  The 

forecasts call for wet conditions in the Pacific Northwest, the Northern Great Plains, and the 

Mississippi Valley, with dry conditions in the Southwest and New England regions. There is a 

cyclone formation along the Carolina Coast, but it is not expected to develop into a tropical 

storm within the next 48 hours. We are now approaching the end of hurricane season, which 

concludes on November 30.  
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Data Section 
 

U.S. Equity Markets – (as of 11/5/2021 close) 

 

  

0.0% 50.0% 100.0%

Utilities
Consumer Staples

Healthcare
Industrials

Communication Services
Materials
S&P 500

Technology
Real Estate

Consumer Discretionary
Financials

Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0% 2.0%

Financials

Real Estate

Healthcare

Utilities

Materials

Consumer Staples

Energy

Communication Services

Industrials

S&P 500

Consumer Discretionary

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 11/5/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0% 40.0%

US Government Bond

US Corporate Bond

Emerging Markets ($)

Emerging Markets (local currency)

Cash

US High Yield

Foreign Developed ($)

Foreign Developed (local currency)

Value

Small Cap

Large Cap

Mid Cap

Growth

Commodities

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 

 

November 4, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 11/03/2021 = 22.0x

 
 

Based on our methodology,1 the current P/E is 22.0x, down 0.1x from last week.  The decline in 

the multiple is due to strong earnings.   
 

 

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

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

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

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


