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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 11, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is relatively unchanged from its prior close.  In Asia, the MSCI 

Asia Apex 50 closed up 0.1%. Chinese markets were higher, with the Shanghai Composite up 

1.2% from its prior close and the Shenzhen Composite up 1.1%.  U.S. equity index futures are 

signaling a higher open.  With 458 companies having reported, the S&P 500 Q3 2021 earnings 

stand at $53.80, higher than the $50.34 forecast for the quarter.  The forecast reflects a 27.5% 

increase from Q3 2020 earnings.  Thus far this quarter, 81.5% of the companies have reported 

earnings above forecast, while 14.5% 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 (11/8/2021): “Meet Fumio Kishida” 

• Weekly Energy Update (11/11/2021): We recap the data and look at the COP26 

meeting.   

• 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 

 

Good morning; it’s Veterans Day.  A sincere thanks to all who served.  It’s also Single’s Day, 

but the Chinese celebration is lower key this year under conditions of shared prosperity.  Risk 

markets are higher this morning, with gold continuing to rally.  Our comments begin with a brief 

discussion on inflation.  Concerns about rising prices are escalating and may force the Fed’s 

hand to raise rates sooner than it projected.  In China news, there is some evidence of 

cooperation between the U.S. and China and growing optimism that regulators will ease back on 

property restrictions.  The international roundup is next, with the situation on the Poland/Belarus 

frontier in the news.  Economics and policy follow, and we close with the pandemic overview. 

 

On inflation:  We have waited for the regional FRB to update their various calculations that 

attempt to determine the underlying trend in inflation before commenting on this issue.  Here is a 

 

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_8_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_nov_11_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.scmp.com/tech/big-tech/article/3155403/alibabas-singles-day-shopping-bonanza-loses-lustre-amid-chinas-big?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3155403
https://www.wsj.com/articles/global-stock-markets-dow-update-11-11-2021-11636619675?st=f9562wff16aj0wa&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/global-stock-markets-dow-update-11-11-2021-11636619675?st=f9562wff16aj0wa&reflink=desktopwebshare_permalink
https://finance.yahoo.com/news/inflation-is-a-now-big-problem-for-biden-180200042.html?.tsrc=372
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chart worth mentioning.  The Cleveland FRB’s trimmed mean1 yearly CPI is up to levels last 

seen in 1991.  This measure is up 214 bps since January. 

 

 
 

It’s hard to argue that the inflation readings are being distorted by one-off price increases in a 

small subset of goods.   

 

The key concern is what policymakers will do about it.  Although there are concerns that the 

current fiscal programs will simply add to inflation pressures, that’s probably not true.  Most of 

the spending won’t occur for a couple of years.  The fiscal problem was the last pandemic 

package, and that one can only be reversed with tax increases.  The Fed can raise rates to try to 

slow down demand, but it would need to raise rates aggressively to have an impact.  Given 

leverage in the economy, such actions will more likely destabilize the financial markets and may 

not have much impact on spending.  At the same time, if policymakers show a lack of concern 

about inflation, that in itself could become destabilizing.  The problem we face is excess demand 

relative to supply.  The latter is constrained and won’t get better by policy actions, only with 

time.   

 

Although it doesn’t seem like it now, one concern for next year is that there will be a strong 

fiscal drag as fiscal spending slows.  It’s important to remember that GDP is a flow measure.  

Even with the current spending proposals, we won’t repeat this year’s fiscal largess, so 

government spending will lower growth next year.  If policymakers aren’t careful, they could 

overcorrect and run the risk of inadvertently triggering a recession.  The fact that firms and 

households are trying to restock could exacerbate this issue but lead to an event we really haven’t 

seen since the 1950s—an excess inventory recession.  We suspect the current budget proposals 

are in serious trouble.  The political ramifications will be worth watching.   

 
1 A trimmed mean removes a certain percentage of extreme measures on both the right and left sides of the 
distribution, reducing the potential distortion of these extreme measures.  The process is designed to create a 
better view of the underlying trend. 

https://www.wsj.com/articles/fed-inflation-cpi-rates-11636552015?st=abdbgyx84vpfm6o&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fed-inflation-cpi-rates-11636552015?st=abdbgyx84vpfm6o&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/11/10/soaring-inflation-stalks-bidens-economy-520613?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/11/10/soaring-inflation-stalks-bidens-economy-520613?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.wsj.com/articles/broad-selloff-signals-inflation-fears-are-warming-11636585869?st=qsy4coogcus0aej&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/why-biden-isnt-benefiting-from-a-strong-economy-11636548983?st=p1p7qeaewmlua44&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/why-biden-isnt-benefiting-from-a-strong-economy-11636548983?st=p1p7qeaewmlua44&reflink=desktopwebshare_permalink
https://twitter.com/Sen_JoeManchin/status/1458443966135902221?s=20
https://twitter.com/Sen_JoeManchin/status/1458443966135902221?s=20
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At the same time, it’s important to note that equity gains are outpacing inflation.   

 

 
 

Even with rapidly rising inflation, the S&P is rising faster.  As long as equities do better than 

inflation, flows into stocks will probably continue.  

 

China news:  The Sixth Plenum has wrapped up.  It will be several weeks before we know for 

sure what happened, but we suspect it’s another term in office for Xi and an elevation to the level 

of Deng and Mao. 

• In the runup to a virtual summit between Presidents Xi and Biden, the Chinese leader is 

indicating he is ready to “properly manage differences.”  

• In this vein, we are seeing unexpected cooperation on climate issues.  The U.S. and China 

issued a joint declaration on climate change action.  Earlier this year, Chinese officials 

refused to separate climate issues and other foreign policy aims, so this announcement is 

a surprise.  Of course, promises are one thing but doing is another.   

• Yet, differences remain.  China opposes U.S. moves to build encircling relationships with 

other Asian nations.  It comes as the EU is increasing ties to Taiwan, further isolating 

Beijing.  A long interview with SoS Blinken sheds some light on how the U.S. is trying to 

manage the relationship with China.   

• Four senators and two representatives, all from the GOP, made a trip to Taiwan this 

week.  China was not happy with the visit.  In response, China held combat readiness 

patrols.   

• One key unknown with China is whether policymakers will maintain their crackdown on 

excessive lending, especially in the real estate sector, or if they will relent and ease 

restrictions.  There is some evidence that an easing is underway.  For example, Chinese 

https://www.reuters.com/world/china/chinas-communist-party-wrap-up-key-meeting-xi-strengthens-power-2021-11-10/
https://www.reuters.com/world/china/xi-says-china-is-ready-work-with-us-to-manage-differences-2021-11-10/
https://www.state.gov/u-s-china-joint-glasgow-declaration-on-enhancing-climate-action-in-the-2020s/
https://www.washingtonpost.com/climate-environment/2021/11/10/us-china-declaration-climate/
https://www.washingtonpost.com/climate-environment/2021/11/10/us-china-declaration-climate/
https://www.chinafile.com/conversation/when-will-china-get-coal
https://www.ft.com/content/4752af06-35c7-4619-9b95-91c429c1e1be
https://www.nytimes.com/2021/11/10/world/asia/taiwan-europe-china.html?smid=url-share
https://www.state.gov/secretary-antony-j-blinken-with-andrew-ross-sorkin-of-the-new-york-times-dealbook-summit/
https://www.scmp.com/news/china/diplomacy/article/3155460/us-congress-group-makes-surprise-trip-taiwan?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3155460
https://www.reuters.com/world/china/china-opposes-us-legislators-visiting-taiwan-by-military-plane-state-media-2021-11-09/
https://www.reuters.com/world/china/china-opposes-us-legislators-visiting-taiwan-by-military-plane-state-media-2021-11-09/
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real estate firms are being allowed to issue interbank debt.  Residential real estate 

represents between 25% to 35% of China’s economic activity, so staying the course will 

almost certainly lead to slower growth.  There is a long history of Chinese regulators 

easing restrictions when growth declines.  At this point, we don’t know if what is 

happening now is a regime change or simply another cycle.  If it is a cycle, we may be 

close to the bottom of it, and lending will resume.  But, at some point, China will have to 

deal with its debt issues, and they won’t get better over time.   

o There is some dispute as to whether or not Evergrande (EGRNF, USD, 0.30) has 

defaulted.  The company claims it made a last-minute payment, staving off 

official default.  However, a German firm claims it is preparing bankruptcy 

proceedings against the company.  There is a growing consensus that Chinese 

authorities are planning a slow dissolution of the company.  Such dissolutions are 

common with bank-centric financial systems.  Commercial banks in the U.S. used 

to have standing “work out” groups that would be assigned a non-performing 

loan; these groups would slowly resolve the non-payment.  In a bond-centric 

system, such slow workouts are usually not tolerated, or they are done (at least in 

the U.S.) in a Chapter 11 setting.   

o Evergrande isn’t the only real estate firm in trouble.  Fantasia (1777, HKD, 0.35) 

is also in default.   

o One of the more curious developments is the expansion of Chinese citizens 

buying “real estate” in the metaverse.  At least there aren’t supply constraints.   

o China is borrowing in EUR to take advantage of negative rates.  By doing so, it 

will need to acquire EUR to service these loans (at least pay back principal), 

which means it will need to run a trade surplus with the union. 

• One of the monumental failures of U.S. intelligence was the 2017 capture and purge of 

intelligence assets in China.  The disruption means the U.S. lacks insight into what is 

happening in China’s inner circles.   

• A promotional film from the PLA hints at a new stealth aircraft.2 

• The U.S. has extended Trump-era restrictions on U.S. investments in Chinese military-

linked firms.   

International roundup:  The Poland/Belarus border is a hot zone. 

• Using refugees as a weapon has become something of a tool for regimes trying to affect 

EU policy.  The EU struggles with refugees; an influx of foreigners is a political 

nightmare for policymakers, so they are phobic about uncontrolled border crossings.  

Turkey has used this tool to gain funds from the EU.  Now, Belarus is using it in an 

attempt to gain sanctions relief.  So far, Belarus’s actions are bringing more sanctions, 

not less, but it remains to be seen if that trend will continue.  The EU is backing Poland’s 

defense of the border, which puts refugees in a difficult position.  They are being caught 

between the two states and have nowhere to go.  The problem has now escalated to the 

 
2 See 0:30.   

https://www.reuters.com/world/china/china-real-estate-firms-may-issue-inter-bank-market-debt-securities-times-2021-11-10/
https://www.wsj.com/articles/chinese-junk-bond-yields-top-25-as-property-market-strains-intensify-11636371718?st=07fmt6xe8ug8ekr&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinese-junk-bond-yields-top-25-as-property-market-strains-intensify-11636371718?st=07fmt6xe8ug8ekr&reflink=desktopwebshare_permalink
https://www.straitstimes.com/business/property/china-tells-bankers-to-support-property-market-homebuyers?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.straitstimes.com/business/property/china-tells-bankers-to-support-property-market-homebuyers?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.dailysabah.com/business/economy/china-evergrande-again-averts-default-but-debt-woes-mount
https://www.wsj.com/articles/chinese-developers-rally-on-policy-hopes-as-evergrande-again-averts-default-11636617201?st=zjf33jnkupho6vy&reflink=desktopwebshare_permalink
https://www.reuters.com/business/investors-await-evergrandes-overdue-148-mln-payment-amid-contagion-fears-2021-11-09/
https://www.prnewswire.com/news-releases/evergrande-officially-defaulted---dmsa-is-preparing-bankruptcy-proceedings-against-evergrande-group-301421327.html
https://www.prnewswire.com/news-releases/evergrande-officially-defaulted---dmsa-is-preparing-bankruptcy-proceedings-against-evergrande-group-301421327.html
https://www.wsj.com/articles/evergrande-china-crisis-real-estate-developers-11636552507?st=3pghq75sdcgsz1r&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/evergrande-china-crisis-real-estate-developers-11636552507?st=3pghq75sdcgsz1r&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinese-developer-fantasia-says-lenders-seek-repayment-11636517328?st=gs5opjon5rm4p29&reflink=desktopwebshare_permalink
https://en.pingwest.com/a/9472
https://en.pingwest.com/a/9472
https://www.wsj.com/articles/china-borrows-again-at-negative-rates-in-euros-11636604521?st=eqfnr498zo47zkr&reflink=desktopwebshare_permalink
https://www.nytimes.com/2017/05/20/world/asia/china-cia-spies-espionage.html?smid=url-share
https://www.nytimes.com/2017/05/20/world/asia/china-cia-spies-espionage.html?smid=url-share
https://twitter.com/petermartin_pcm/status/1458314638962139136
https://www.youtube.com/watch?v=22F_0LYlzaI
https://www.reuters.com/business/us-extends-ban-securities-investments-companies-linked-china-military-2021-11-09/
https://www.nytimes.com/live/2021/11/10/world/poland-belarus-border-migrants/migrants-fly-iraq-belarus
https://www.washingtonpost.com/world/europe/belarus-poland-migrant-border-crisis/2021/11/10/75f6e440-421b-11ec-9404-50a28a88b9cd_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%2F35418df%2F618ca3759d2fdab56b849814%2F596b53f6ae7e8a44e7d597a3%2F55%2F67%2F618ca3759d2fdab56b849814
https://www.nytimes.com/live/2021/11/10/world/poland-belarus-border-migrants?campaign_id=51&emc=edit_mbe_20211111&instance_id=45135&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=74101&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.nytimes.com/live/2021/11/10/world/poland-belarus-border-migrants?campaign_id=51&emc=edit_mbe_20211111&instance_id=45135&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=74101&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.politico.eu/article/eu-belarus-standoff-migration/?utm_source=POLITICO.EU&utm_campaign=8f11aa03cd-EMAIL_CAMPAIGN_2021_11_11_04_34&utm_medium=email&utm_term=0_10959edeb5-8f11aa03cd-190334489
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attention of the U.S. and Russia.  There are increasing worries that the situation could 

destabilize into a military conflict.   

• The U.K. is clearly worried that the EU will retaliate over the trade dispute in Northern 

Ireland.  Ireland is preparing for border issues.   

• Sweden is likely to have its first female PM.   

Economics and policy:  The EU hits tech. 

• The EU has won an appeal over a €2.4 billion anti-competitive shopping case against 

Google (GOOG, USD, 2932.52).  More actions are likely. 

• Perhaps the biggest monetary policy question at present is when will the first rate hike 

occur.  The deferred Eurodollar futures market is putting the two rate hikes over the next 

two years.  Chair Powell indicated that he wants an “inclusive” recovery, which would 

imply high levels of employment for minorities, women, and lower-income groups.  If 

this position remains in place, it will likely mean that rate hikes will be slower than the 

market expects.   

• The CBO will not be providing a cost estimate for the budget in short order.  That means 

a vote on the current spending plan won’t be happening anytime soon.  Business groups, 

who tended to support the infrastructure package, are much less interested in the budget 

proposals.   

• Home prices are continuing to rise.  Although home prices are not directly part of the 

CPI, they do, over time, affect owners’ equivalent rent. 

 
 

In general, owners’ equivalent rents tend to lag home prices by about 18 months, 

meaning that the current increases will be affecting CPI for the foreseeable future.  

Owners’ equivalent rent has a large weighting in the CPI, at 23.5%.   

https://www.politico.eu/article/eu-belarus-standoff-migration/?utm_source=POLITICO.EU&utm_campaign=8f11aa03cd-EMAIL_CAMPAIGN_2021_11_11_04_34&utm_medium=email&utm_term=0_10959edeb5-8f11aa03cd-190334489
https://www.politico.eu/article/poland-belarus-border-migrants-military-crisis-defence-leaders-europe/?utm_source=POLITICO.EU&utm_campaign=8f11aa03cd-EMAIL_CAMPAIGN_2021_11_11_04_34&utm_medium=email&utm_term=0_10959edeb5-8f11aa03cd-190334489
https://www.politico.eu/article/poland-belarus-border-migrants-military-crisis-defence-leaders-europe/?utm_source=POLITICO.EU&utm_campaign=8f11aa03cd-EMAIL_CAMPAIGN_2021_11_11_04_34&utm_medium=email&utm_term=0_10959edeb5-8f11aa03cd-190334489
https://www.politico.eu/article/uk-warns-brussels-against-massive-and-disproportionate-retaliation-over-brexit/?utm_source=POLITICO.EU&utm_campaign=8f11aa03cd-EMAIL_CAMPAIGN_2021_11_11_04_34&utm_medium=email&utm_term=0_10959edeb5-8f11aa03cd-190334489
https://www.politico.eu/article/ireland-preparations-eu-uk-trade-war/
https://www.politico.eu/article/stefan-lofven-resign-sweden-magdalena-andersson-first-female-prime-minister/?utm_source=POLITICO.EU&utm_campaign=8f11aa03cd-EMAIL_CAMPAIGN_2021_11_11_04_34&utm_medium=email&utm_term=0_10959edeb5-8f11aa03cd-190334489
https://www.ft.com/content/3e8e45e6-54b4-4b0f-8bda-69ab1389eabd?emailId=618ba5f3f0d3eb0004d7b904&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://www.politico.eu/article/eu-commission-margrethe-vestager-wins-google-shopping-case/?utm_source=POLITICO.EU&utm_campaign=8f11aa03cd-EMAIL_CAMPAIGN_2021_11_11_04_34&utm_medium=email&utm_term=0_10959edeb5-8f11aa03cd-190334489
https://apnews.com/article/business-jerome-powell-monetary-policy-economy-84e37c6a832650332fc2c64fce816472
https://www.cbo.gov/publication/57601
https://www.axios.com/big-business-sharpens-attack-build-back-better-51323e3b-286a-495d-acf7-026ac3b513cc.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiossneakpeek&stream=top%5d
https://www.wsj.com/articles/home-prices-rose-across-u-s-in-third-quarter-11636559054?st=o4zt2mwibzoy9zo&reflink=desktopwebshare_permalink
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• One unpleasant side effect is that buyers are being forced to waive inspection or 

mortgage protections to make a purchase.   

• Even Santa is demanding higher wages these days.   

COVID-19:  The number of reported cases is 251,605,914, with 5,076,073 fatalities.  In the 

U.S., there are 46,792,138 confirmed cases with 759,062 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 541,361,525 doses of the vaccine 

have been distributed, with 434,486,889 doses injected.  The number receiving at least one dose 

is 224,660,6453, while the number receiving second doses, which would grant the highest level 

of immunity, is 194,382,9213.  For the population older than 18, 70.3% of the population has 

been vaccinated.  The FT has a page on global vaccine distribution.  The Axios map shows rising 

cases in the west and the upper tier of states, and falling cases in the South.  It is likely due to the 

change in seasons. 

• The Chinese city of Shenyang requires foreign visitors to spend their first 28 days in 

hotel quarantine and then have their movements restricted for an additional 28 days.  This 

is an extreme example of China’s zero COVID-19 policy.   

• Although not directly related to COVID-19, avian influenza has been confirmed in 

northeastern Japan, leading to a culling of 143,000 birds.  So far, there is no evidence that 

this particular strain of the virus infects humans. 

U.S. Economic Releases  

 

There were no economic releases or Fed events scheduled 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. 

 

EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 7-Nov 49.2 ***

Fed Speakers or Events

No Fed speakers or events today  
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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. 

 
3 The data likely looks similar to yesterday’s reporting.  The CDC didn’t update due to Veterans Day.   

https://www.wsj.com/articles/homes-typically-sell-in-a-week-forcing-buyers-to-take-risks-11636632000?st=pxid9qrjh7o8kku&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/is-santa-claus-coming-to-town-maybe-not-blame-the-labor-shortage-11636471869?st=2zjpxbzg6j8rx0p&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/11/10/world/covid-vaccine-boosters-mandates?campaign_id=51&emc=edit_mbe_20211111&instance_id=45135&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=74101&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.axios.com/newsletters/axios-am-10ec17ba-125d-4327-bc8c-d4caeb8a3883.html?chunk=1&utm_term=emshare#story1
https://www.nytimes.com/2021/11/10/world/asia/covid-china-shenyang-quarantine.html?smid=url-share
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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan PPI y/y Oct 8.0% 6.3% 7.0% ** Equity bearish, bond bullish

Japan Buying Foreign Bonds w/w 5-Nov ¥1289.8b -¥525.9b * Equity and bond neutral

Japan Buying Foreign Stocks w/w 5-Nov -¥227.6b -¥210.4b * Equity bearish, bond bullish

Foreign Buying Japan Bonds w/w 5-Nov ¥441.9b -¥472.3b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 5-Nov ¥147.0b ¥411.5b * Equity and bond neutral

Australia Consumer Inflation Expectation m/m Nov 4.6% 3.6% * Equity and bond neutral

Employment Change m/m Oct -46.3k -138.0k 50.0k *** Equity bearish, bond bullish

Unemployment Rate m/m Oct 5.2% 4.6% 4.8% *** Equity bearish, bond bullish

Participation Rate m/m Oct 64.7% 64.5% 64.8% *** Equity and bond neutral

New Zealand REINZ House Sales y/y Oct -21.7% -37.9% *** Equity and bond neutral

Food Prices m/m Oct -0.9% 0.5% *** Equity and bond neutral

EUROPE

UK GDP q/q 3Q 1.3% 5.5% 1.5% *** Equity and bond neutral

Industrial Production m/m Sep -0.4% 0.8% 0.2% *** Equity bearish, bond bullish

Manufacturing Production m/m Sep -0.1% 0.5% 0.2% *** Equity bearish, bond bullish

Total Business Investment q/q 3Q 0.4% 4.5% 3.5% ** Equity and bond neutral

Construction Output m/m Sep 1.3% -0.2% 0.2% ** Equity bullish, bond bearish

Index of Services 3M/3M m/m Sep 1.6% 3.7% 1.9% ** Equity and bond neutral

Trade Balance GBP/Mn m/m Sep -£2777m -£3716m -£3256m ** Equity and bond neutral

Switzerland UBS Real Estate Bubble Index q/q 3Q 1.34 1.90 ** Equity and bond neutral

Russia Trade Balance m/m Sep 20.0b 17.1b 18.5b ** Equity and bond neutral

Gold and Forex Reserve w/w 5-Nov 622.1b 623.2b ** Equity and bond neutral

AMERICAS

Brazil Retail Sales y/y Sep -5.5% -4.1% -4.1% *** Equity bearish, bond bullish

Mexico Industrial Production NSA y/y Sep 1.6% 5.5% 3.9% *** Equity bearish, bond bullish

Manufacturing Production m/m Sep -0.4% 6.6% 3.2% ** Equity bearish, bond bullish  
 

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) 15 15 0 Down

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

TED spread (bps) 11 10 1 Neutral

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

10-yr T-note (%) 1.55 1.55 0.00 Down

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

EUR/USD 3-mo swap (bps) 22 22 0 Down

Currencies Direction

dollar Up Neutral

euro Down Up

yen Down Neutral

pound Down Neutral

franc Flat Neutral

Central Bank Action Current Prior Expected

Mexican Overnight Rate 4.750% 5.000% 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 $82.37 $82.64 -0.33%

WTI $80.92 $81.34 -0.52%  

Natural Gas $4.96 $4.88 1.66%  

Crack Spread $17.33 $17.17 0.92%

12-mo strip crack $20.26 $20.29 -0.12%

Ethanol rack $3.34 $3.34 0.09%

Gold $1,862.56 $1,849.60 0.70%

Silver $24.99 $24.64 1.44%

Copper contract $438.05 $432.30 1.33%

Corn contract $576.75 $578.75 -0.35%

Wheat contract $812.75 $815.00 -0.28%

Soybeans contract $1,215.75 $1,216.75 -0.08%

Baltic Dry Freight 2,861            2,805            56

Actual Expected Difference

Crude (mb) 1.0 1.6 -0.5

Gasoline (mb) -1.6 -0.9 -0.7

Distillates (mb) -2.6 -1.5 -1.1

Refinery run rates (%) 0.4% 0.7% -0.3%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

 

Weather 

 

The 6-10 day and 8–14-day forecasts currently call for warmer-to-normal temperatures for most 

of the country, with cooler temperatures in Northern Minnesota.  The forecasts call for wet 

conditions in the Rocky Mountain Region, with dry conditions in the Southwest, New England, 

Great Plains, and Mississippi Valley Regions. There is some cyclone formation deep in the 

Atlantic, 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.  



 

 

20 Allen Avenue, Suite 300 | Saint Louis, MO  63119 | 314.743.5090 

www.confluenceinvestment.com 

 9 

Data Section 
 

U.S. Equity Markets – (as of 11/10/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Utilities
Consumer Staples

Healthcare
Communication Services

Industrials
Materials
S&P 500

Consumer Discretionary
Technology
Real Estate

Financials
Energy

YTD Total Return

-3.0% -2.0% -1.0% 0.0% 1.0%

Energy

Technology

Communication Services

S&P 500

Materials

Industrials

Real Estate

Consumer Discretionary

Financials

Healthcare

Consumer Staples

Utilities

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 11/10/2021 close) 

 

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

US Government Bond

US Corporate Bond

Cash

Emerging Markets (local currency)

Emerging Markets ($)

US High Yield

Foreign Developed ($)

Foreign Developed (local currency)

Small Cap

Value

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 11, 2021 
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P/E as of 11/10/2021 = 22.2x

 
 

Based on our methodology,4 the current P/E is 22.2x, up 0.2x from last week.  The rise in the 

multiple is due to higher index values.   
 

 

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. 

 
4 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. 


