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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 12, 2021—9:30 AM EST] Global equity markets are higher this morning.  

In Europe, the EuroStoxx 50 is up 0.2% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 0.6%. Chinese markets were higher, with the Shanghai Composite up 0.2% from its 

prior close and the Shenzhen Composite up 0.4%.  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 (11/12/2021) (with associated podcast): We discuss the 

Citigroup Economic Surprise Index and how it might provide valuable clues about 

future bond yields 

Good morning! U.S. equity futures are signaling a higher open this morning. Today's report 

begins with U.S. economic and policy news, followed by our roundup of China-related stories. 

International news is next, and we conclude with our pandemic coverage. 

Economics and policy:  

● Senator Joe Manchin (D-WV) stated he opposed the tax credit for union-made electric 

vehicles. He argued that the credit would unfairly allow automakers to offer steeper 

discounts than their competitors. Manchin is a key vote needed to get the social spending 

bill passed, so his opposition to the tax credit could mean that it gets dropped from the 

bill. 

● Jerome Powell's chances of being reappointed as Federal Reserve Chair received a boost 

from the White House on Thursday. An official from the Biden administration suggested 

that his stock sales will not disqualify him from being renominated. Prediction markets 

currently show that Powell is still favored to retain his seat.  

 

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_12_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.bloomberg.com/news/articles/2021-11-11/manchin-opposes-bonus-ev-tax-credit-for-union-made-cars?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-11-11/white-house-team-weighing-fed-sees-no-issue-with-powell-trades?sref=uIvt3NFS
https://www.predictit.org/markets/detail/7398/Whom-will-the-Senate-next-confirm-as-Chair-of-the-Federal-Reserve
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● Miami’s mayor plans to give residents the proceeds from the city's cryptocurrency. 

Residents will be able to collect their crypto by registering their own digital wallets.   

● The social spending package pushed by progressives is expected to cut taxes for most 

millionaires, according to the Tax Policy Center. If passed, The bill will give 65% of 

millionaires an average tax cut of about $17,000. The reduction in taxes is largely due to 

the removal of the cap on state and local tax deductions. Although lower taxes for 

millionaires undermines the progressives' goal of raising taxes on the wealthy, we suspect 

that the removal of the SALT cap deduction is a key reason moderates are still 

considering passing the spending bill.    

● The global push to fight climate change has encouraged investors to divest from fossil 

fuels. Six European firms have announced plans to stop investing in shipping carriers that 

transport coal.  The move comes after the countries agreed to begin the complete 

phaseout of coal at the COP26 conference.  

China:   

● U.S. Trade Representative Katherine Tai stated China has not made the agreed-upon 

purchases of Boeing (BA, $219.26) aircraft. The critique comes as the White House 

prepares for discussions with Beijing over the progress of the phase-one trade deal. 

According to the agreement, China was supposed to boost purchases of U.S. goods by 

$200 billion during 2020 and 2021. Right now, China is expected to stand at more than 

30% below the agreed-upon target for purchases. Here is a breakdown of China’s imports 

of U.S. goods.  

● Chinese e-commerce retailer Alibaba (BABA, $$167.85) recorded slower sales growth 

during its Singles Day shopping events. Sales rose 8.5% from the prior year, much lower 

than the 26% increase in 2020.   

● The long-awaited virtual meeting between Chinese President Xi Jinping and President 

Joe Biden is expected to take place on Monday. In the meeting, the two will discuss trade 

relations, human rights, and military practices.  

● A major Chinese city has decided to ease permit restrictions to boost the number of 

people qualified to buy homes and shore up the local property market.  The move comes 

as China looks for alternative ways to address the real estate crisis.  

International news:   

● The U.S. warned the European Union that Russia could be considering an invasion of 

Ukraine. Over the last month, Russian troops have amassed along its shared border with 

Ukraine. The U.S. fears Russia could manufacture a crisis in order to justify invading its 

border rival.  In its defense, Russia has vehemently denied those claims and has accused 

the country of making provocative moves throughout the Black Sea.  

https://thehill.com/policy/technology/581236-miami-residents-to-receive-city-cryptocurrency-proceeds-mayor-says
https://thehill.com/policy/finance/domestic-taxes/581247-social-spending-bill-could-cut-taxes-for-most-millionaires
https://thehill.com/policy/finance/domestic-taxes/581247-social-spending-bill-could-cut-taxes-for-most-millionaires
https://www.channelnewsasia.com/business/shooting-messenger-shipping-carries-can-investors-shun-coal-2308966
https://www.channelnewsasia.com/business/shooting-messenger-shipping-carries-can-investors-shun-coal-2308966
https://www.scmp.com/economy/china-economy/article/3155729/chinas-boeing-purchases-seen-weakness-us-trade-deal-probe?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/economy/china-economy/article/3155729/chinas-boeing-purchases-seen-weakness-us-trade-deal-probe?module=lead_hero_story&pgtype=homepage
https://www.piie.com/research/piie-charts/us-china-phase-one-tracker-chinas-purchases-us-goods
https://www.piie.com/research/piie-charts/us-china-phase-one-tracker-chinas-purchases-us-goods
https://www.nytimes.com/2021/11/11/technology/alibaba-singles-day-sales.html
https://www.nytimes.com/2021/11/11/technology/alibaba-singles-day-sales.html
https://www.reuters.com/world/china/biden-chinas-xi-expected-meet-virtually-monday-sources-2021-11-11/
https://www.channelnewsasia.com/business/chinas-tianjin-eases-residential-permit-rules-property-market-slows-2309571
https://www.channelnewsasia.com/business/chinas-tianjin-eases-residential-permit-rules-property-market-slows-2309571
https://www.bloomberg.com/news/articles/2021-11-11/u-s-warns-europe-that-russian-troops-may-plan-ukraine-invasion?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-11-11/u-s-warns-europe-that-russian-troops-may-plan-ukraine-invasion?srnd=premium&sref=uIvt3NFS
https://www.reuters.com/world/europe/russia-is-not-threat-says-kremlin-after-media-report-about-possible-ukraine-2021-11-12/
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● On Friday, Belarus’s national airline announced it would no longer accommodate flights 

from Turkey to Belarus for refugees. The move comes a day after Belarus threatened to 

cut off the gas transit to the European Union if it imposed additional sanctions on the 

country due to its immigration policy. The EU has accused Belarus of trying to 

orchestrate an immigration crisis along its border to cause instability among the group’s 

members.    

● Brazil became the first country to allow the import of genetically modified wheat flour. 

The wheat is expected to be resistant to drought and is made with a common herbicide.  

● Hungary is set to impose price controls on petrol and diesel on Monday. The cap on 

prices comes as the country struggles to contain rising inflation.  

● In a rare sign of unity, China, Russia, and the U.S. have all urged the Taliban to cut ties 

with terrorist groups. The concerted push was in response to a growing number of attacks 

throughout the region that have been linked to the Islamic State.  

● South Korea’s primary opposition presidential candidate, Yoon Suk Yeol, has advocated 

that the country should strengthen its military ties with the U.S. and Japan to better cope 

with North Korea’s nuclear threat. Elections will take place on March 22, and current 

polls show that Yeol is the frontrunner to replace liberal President Moon Jae-in. 

COVID-19:  The number of reported cases is 252,044,337, with 5,082,431 fatalities. In the U.S., 

there are 46,852,796 confirmed cases with 759,677 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 

222,591,394, the number of second doses is 194,382,921, and the number of the third dose, the 

highest level of immunity, is 26,087,147. The FT has a page on global vaccine distribution.   

● Hospitals in Western states are running out of ICU beds due to an increase in COVID 

cases.  

● Nearly half of the total share of COVID-related deaths are coming from Europe.  The rise 

in cases has led some countries to reinstate lockdowns. Austrian chancellor Alexander 

Schallenberg has stated that lockdowns could be unavoidable for the country. The 

Netherlands is also expected to implement partial lockdowns starting Friday. 

● Colorado has made the COVID-19 booster shots available to all adults. 

 

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. 

 

https://www.bloomberg.com/news/articles/2021-11-11/belarus-leader-threatens-to-shut-eu-gas-transit-in-border-spat
https://www.bloomberg.com/news/articles/2021-11-11/belarus-leader-threatens-to-shut-eu-gas-transit-in-border-spat
https://www.reuters.com/article/brazil-wheat-gmo-idCNL1N2S21AR
https://www.ft.com/content/d0cfae8c-9007-4ece-a7b9-f369b6d3294b
https://www.bloomberg.com/news/articles/2021-11-12/u-s-joins-china-russia-in-urging-taliban-to-cut-terrorst-ties
https://www.bloomberg.com/news/articles/2021-11-12/u-s-joins-china-russia-in-urging-taliban-to-cut-terrorst-ties
https://www.politico.com/news/2021/11/12/south-korea-candidate-north-nuclear-program-521012
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
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://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://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://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.bloomberg.com/news/articles/2021-11-11/hospitals-in-western-u-s-under-siege-as-covid-19-packs-icus?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-11-11/hospitals-in-western-u-s-under-siege-as-covid-19-packs-icus?srnd=premium&sref=uIvt3NFS
https://www.nytimes.com/2021/11/11/world/europe/eu-covid-deaths.html
https://apnews.com/article/coronavirus-pandemic-europe-austria-health-1188b65ea3d8d80c40e40d3e13aea0a2
https://www.reuters.com/world/europe/dutch-experts-recommend-western-europes-first-lockdown-since-summer-2021-11-11/
https://thehill.com/changing-america/well-being/prevention-cures/581207-colorado-gov-opens-covid-19-vaccine-boosters-to


 

 

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

www.confluenceinvestment.com 

 4 

EDT Indicator Expected Prior Rating

10:00 JOLTS Job Openings m/m Sep 10.300m 10.439m *

10:00 U. of Michigan Consumer Sentiment m/m Nov P 72.5 71.7 ***

10:00 U. of Michigan Current Conditions m/m Nov P 77.2 77.7 **

10:00 U. of Michigan Expectations m/m Nov P 68.8 67.9 **

10:00 U. of Michigan 1-Year Inflation Expectation m/m Nov P 4.9% 4.8% *

10:00 U. of Michigan 5-10 Year Inflation Expectation m/m Nov P 2.9% *

EST Speaker or event

12:10 John Williams Discusses Heterogeneity in Macroeconomics President of the Federal Reserve Bank of New York

District or position

Economic Releases

Fed Speakers or Events

 
 

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

New Zealand BusinessNZ Manufacturing PMI m/m Oct 54.3 51.6 *** Equity bullish, bond bearish

South Korea Export Price Index y/y Oct 25.3% 20.4% * Equity bearish, bond bullish

Import Price Index y/y Oct 35.8% 26.6% * Equity bearish, bond bullish

India Industrial Production y/y Sep 3.1% 12.0% 4.8% *** Equity bearish, bond bullish

CPI y/y Oct 4.5% 4.4% 4.4% ** Equity and bond neutral

EUROPE

Eurozone Industrial Production WDA y/y Sep 5.2% 4.9% 4.1% * Equity bullish, bond bearish

Germany Wholesale Price Index y/y Oct 15.2% 13.2% * Equity bearish, bond bullish

Switzerland Producer & Import Prices Index y/y Oct 5.1% 4.5% ** Equity bearish, bond bullish

Russia Money Supply, Narrow Definition w/w 3-Nov 14.31t 14.29t * Equity and bond neutral

Budgeet Balance YTD m/m Oct 2140.1b 1443.7b 1800.0b * Equity and bond neutral

AMERICAS

Brazil IBGE Services Volume y/y Sep 11.4% 16.7% 13.5% * 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. 
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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 (%) 1.57 1.55 0.02 Down

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

EUR/USD 3-mo swap (bps) 22 21 1 Down

Currencies Direction

dollar Flat Neutral

euro Flat Up

yen Flat Neutral

pound Up 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 $81.33 $82.87 -1.86%

WTI $79.88 $81.59 -2.10%  

Natural Gas $4.97 $5.15 -3.42%  

Crack Spread $17.11 $17.61 -2.84%

12-mo strip crack $20.14 $20.53 -1.90%

Ethanol rack $3.39 $3.36 0.72%

Gold $1,852.12 $1,862.11 -0.54%

Silver $25.00 $25.26 -1.02%

Copper contract $439.15 $439.35 -0.05%

Corn contract $575.75 $578.00 -0.39%

Wheat contract $822.25 $824.25 -0.24%

Soybeans contract $1,221.00 $1,221.50 -0.04%

Baltic Dry Freight 2,844            2,861            -17

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%

Natural gas (bcf) 7.0 10.0 -3.0

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-than-normal temperatures only in the Pacific Northwest.  The 

forecasts call for wet conditions in the Rocky Mountains and the South, with dry conditions in 

the Southwest. There is currently no cyclonic activity in the Atlantic Ocean region. 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 11/11/2021 close) 

 

  

0.0% 50.0% 100.0%

Utilities
Consumer Staples

Healthcare
Communication Services

Industrials
Materials
S&P 500

Consumer Discretionary
Technology
Real Estate

Financials
Energy

YTD Total Return

-1.0% -0.5% 0.0% 0.5% 1.0%

Utilities

Industrials

Healthcare

Consumer Discretionary

Communication Services

Consumer Staples

S&P 500

Real Estate

Financials

Energy

Technology

Materials

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 11/11/2021 close) 

 

-20.0% 0.0% 20.0% 40.0%

US Government Bond

US Corporate Bond

Cash

Emerging Markets (local currency)

Emerging Markets ($)

US High Yield

Foreign Developed ($)

Foreign Developed (local currency)

Value

Small Cap

Large Cap

Mid Cap

Growth

Real Estate

Commodities

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

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

 
 

Based on our methodology,1 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. 

 
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. 


