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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 16, 2022—9:30 AM EST] Global equity markets are mixed this morning.  

In Europe, the Euro Stoxx 50 is currently down 0.4% from its prior close. In Asia, the MSCI 

Asia Apex 50 Index closed up 0.2%. Chinese markets were lower, with the Shanghai Composite 

closing down 0.5% from its prior close and the Shenzhen Composite closing down 0.8%. U.S. 

equity index futures are signaling a slightly higher open.  

 

With 462 companies having reported so far, S&P 500 earnings for Q3 are running at $56.40 per 

share, compared to estimates of $55.45.  Of the companies that have reported thus far, 69.3% 

have exceeded expectations while 24.5% have fallen short of expectations. 
 

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:  
 

• Bi-Weekly Geopolitical Report (11/07/2022) (with associated podcast) “Reflections on 

the 20th Party Congress.”  Due to the upcoming holiday, the next BWGR will be our 2023 

Outlook published on December 12th. 

• Weekly Energy Update (11/10/2022): In this week’s report we recap major stories and 

last week’s data.   

• Asset Allocation Quarterly – Q4 2022 (10/18/2022): Discussion of our asset allocation 

process, Q4 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (11/14/2022) (with associated podcast): “The Impossible 

Trinity” 

• Asset Allocation Q4 2022 Rebalance Presentation (11/14/2022): Video presentation 

featuring the Asset Allocation Committee as they review our asset allocation strategies, 

recent portfolio changes, and the current macro environment 

 

Good morning.  Recently, the dollar has been the key indicator of the direction of financial and 

commodity markets.  A stronger dollar usually signals weaker financial and commodity markets, 

while dollar weakness indicates the opposite.  This morning, the dollar is weaker but there isn’t 

much follow through in other markets.  Equities are mostly steady, energy prices, in front of 

today’s weekly DOE data, are weaker too, and interest rates are mostly steady.  We may be 

seeing some early position squaring in front of Thanksgiving week and, as we note below, there 

is a lot of economic data today that may be dampening trading.  There is one area of the market 

doing rather well this morning, which is precious metals, which are likely reacting to dollar 

weakness. 

 

Daily Comment 
 

By Patrick Fearon-Hernandez, CFA, 

and Thomas Wash 

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_07_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Nov_10_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Nov_10_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q422.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Nov_14_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.wsj.com/livecoverage/stock-market-news-today-11-16-2022/card/u-s-stock-futures-edge-up-crypto-prices-slip-HmaWCnUADRpgAUk2a1wc?mod=djemMoneyBeat_us
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In today’s Comment, we begin with Ukraine and the latest on the missile strike in Poland.  China 

news is up next, where we add color to yesterday’s Biden/Xi meeting.  Crypto bats third as 

trouble in that space continues.  Batting cleanup is economic and policy news, and after are 

comments on Mexico.  We close with odds and ends. 

 

War in Ukraine:  The latest on the situation in Poland (quick take: de-escalation). 

• Yesterday afternoon, a missile hit Przewodów in Poland, a small town of about 400 

people, which appears to be about five miles from the Ukraine/Polish border.  Russia had 

fired a series of missiles at civilian targets in Ukraine following Ukrainian President 

Zelensky’s terms for talks.  It appears that at least one missile crossed into Poland, killing 

two people.  Russia has denied any responsibility for the strike.   

• The Polish government held an emergency security meeting and has called for 

consultations with NATO.  Poland is a NATO member, and attacking a member could 

trigger an Article 5 collective defense event, which would pull NATO into the war in 

Ukraine.  The Polish Army was put on alert after the event.  Pictures said to be from the 

site suggest a sizable blast.  The G-7 also held an emergency meeting.  Late yesterday, 

President Biden indicated that the missile didn’t appear to have come from Russian soil. 

• Most recent news suggests a de-escalation.  This morning, Polish President Duda said 

that the explosion was an “unfortunate accident” and was not done intentionally.  The 

missile does appear to be Russian made, but Ukraine, being a part of the former Soviet 

Union, uses Russian and Soviet-era munitions.  It is possible that the missile was part of 

an anti-air strike by Ukraine; after all, Russia did unleash a wide missile strike.  Or it 

could have been an errant missile fired by Russia.  The bottom line is that NATO 

clearly does not want to turn this into an Article 5 incident.  The fact that Poland is 

calling the incident an accident suggests that this is not likely to escalate.   

• What this situation does remind us of is that whenever an ordnance is in the air, accidents 

can happen.  If the U.S. and NATO wanted to create a pretext for a broader war, they 

could have used this event for that purpose.  The Gulf of Tonkin incident triggered 

broader U.S. involvement in Vietnam, for example.  Russia is increasingly using “dumb” 

bombs and missiles due to its lack of semiconductors to build “smart” ones.  These 

“dumb” bombs and missiles are less precise and more likely to strike unintended targets.  

Thus, there is a risk that the conflict could widen beyond Ukraine.  So far, the reaction of 

NATO is that they won’t be quick to escalate.  Perhaps the next worry should be that 

Russia, observing this reaction from NATO, becomes reckless, or perhaps assumes it can 

attack the periphery around Ukraine to disrupt weapons flow and training areas without 

repercussions.  For now, though, this situation appears under control, but there is a risk of 

a broadening of the conflict if Russia views the response as weakness. 

 

 

 

 

 

https://www.google.com/maps/dir/Przewod%C3%B3w,+Poland/@50.3850135,23.8497117,10z/data=!4m8!4m7!1m0!1m5!1m1!1s0x4724c144c22b10ab:0x6d73ab1617062511!2m2!1d23.9341284!2d50.4700926
https://www.ft.com/content/f114b138-31f0-4c9c-b7c8-d74d543df6c8
https://apnews.com/article/russia-ukraine-war-zelenskyy-kherson-9202c032cf3a5c22761ee71b52ff9d52
https://www.wsj.com/articles/poland-russian-missile-strike-11668540716?st=allle8yzzjnncqx&reflink=desktopwebshare_permalink
https://www.euronews.com/2022/11/15/russian-missiles-cross-into-poland-killing-two-near-ukraine-border
https://www.thedrive.com/the-war-zone/missile-hits-poland-after-crossing-ukraine-border-reports
https://www.thedrive.com/the-war-zone/missile-hits-poland-after-crossing-ukraine-border-reports
https://www.nytimes.com/live/2022/11/14/world/russia-ukraine-war-news-g20/poland-explosion-ukraine-missile-strike?smid=url-share
https://www.usatoday.com/story/news/world/2022/11/15/russian-missiles-crossed-into-poland-killing-2-us-official-says/10704659002/
https://www.axios.com/2022/11/16/poland-president-ukraine-russia-missile
https://apnews.com/article/russia-ukraine-war-zelenskyy-kherson-9202c032cf3a5c22761ee71b52ff9d52
https://apnews.com/article/russia-ukraine-war-zelenskyy-kherson-9202c032cf3a5c22761ee71b52ff9d52
https://en.wikipedia.org/wiki/Gulf_of_Tonkin_incident
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China News:  What we see after Biden/Xi1 and the unwinding of Zero-COVID. 

• The Biden/Xi meeting looks like an attempt to stabilize relations, but likely nothing 

more.  Fundamentally, both sides have diametrically opposed policy goals that are 

probably not reconcilable.   

o China is uncomfortable with a world breaking into blocs.2  We note direct 

opposition to the concept in the CPC’s media mouthpieces.  President Xi met with 

the Dutch PM in a straightforward attempt to get AMSL (AMSL, $597.47) to 

reject U.S. policy which prevents China from acquiring the company’s 

semiconductor-etching machinery.  China’s economy is dependent on exports.  If 

the U.S. creates conditions where some markets are restricted, it will have a 

negative effect on China’s economy.  Beijing would prefer a world arranged 

bilaterally, whereas the U.S. would not. 

o Highlighting this issue are reports that China’s semiconductor output posted its 

largest monthly decline in October.   

o China is dealing with some serious economic issues.  Its real estate sector is under 

great pressure and unwinding that problem will be costly.  Losing export business 

while addressing domestic issues would be damaging.   

o Treasury Secretary Yellen met with PBOC Governor Yi yesterday.  It doesn’t 

appear that new ground was broken, but at least the two sides are talking.   

• It is looking increasingly likely that the Zero-COVID policy is slowly unwinding.  

Although reported infection rates are rising, we are not seeing widespread lockdowns.  

Instead, curbs are being relaxed despite the surges.  Why the change?  In part, it looks 

like Chinese citizens have had enough of the lockdowns.  Protests against them are 

increasing, forcing local officials to ease constraints.  We don’t think we will see an 

official, nationwide relaxation of restrictions but the local easing will likely boost 

economic activity in the coming year at the potential cost of rising infections. 

• At the G-20 meeting, China rejected the term “war” when discussing the war in Ukraine, 

taking Russia’s narrative on the conflict.  Western leaders at the meeting were pushing 

for China to reject Russia’s nuclear threats.   

• U.S. and China are restarting military talks, but we note that on the Chinese side, Wei 

Fenghe, the current defense minister, will be replaced by Li Shangfu, who is under U.S. 

sanction for buying Russian arms.  It’s not obvious how this will be resolved. 

• The FBI is “extremely concerned” about China’s ability to influence social media via 

TikTok.   

 

 

 
1 See what we did there?! 
2 See our bloc analysis in the BWGR section. 

https://www.wsj.com/articles/biden-xi-talks-mark-shift-in-u-s-china-ties-toward-managing-fierce-competition-11668534046?st=7gud9av06kvrcu3&reflink=desktopwebshare_permalink
https://www.globaltimes.cn/page/202211/1279545.shtml?utm_source=substack&utm_medium=email
https://www.globaltimes.cn/page/202211/1279545.shtml?utm_source=substack&utm_medium=email
https://www.bnnbloomberg.ca/xi-tells-dutch-pm-to-avoid-decoupling-amid-us-pressure-on-chips-1.1846506
https://www.bnnbloomberg.ca/xi-tells-dutch-pm-to-avoid-decoupling-amid-us-pressure-on-chips-1.1846506
https://sc.mp/oah6?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3199702
https://sc.mp/oah6?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3199702
https://www.bloomberg.com/news/articles/2022-11-15/newly-empowered-xi-pivots-to-stabilize-china-at-home-and-abroad#xj4y7vzkg
https://www.wsj.com/articles/yellen-meets-chinas-central-bank-governor-as-u-s-seeks-to-repair-ties-with-beijing-11668581387?st=gt73ysbeacrrj5y&reflink=desktopwebshare_permalink
https://www.reuters.com/world/china/china-eases-covid-curbs-domestic-group-tourism-trips-2022-11-15/
https://www.wsj.com/articles/china-continues-to-relax-covid-measures-even-as-local-officials-battle-record-cases-11668591460?st=d6pmcipin15qt8z&reflink=desktopwebshare_permalink
https://www.bbc.com/news/world-asia-china-63633109?utm_source=Eurasia+Group+Signal&utm_campaign=230a80b80e-EMAIL_CAMPAIGN_2022_11_16_11_49&utm_medium=email&utm_term=0_e605619869-230a80b80e-134308033
https://www.bbc.com/news/world-asia-china-63633109?utm_source=Eurasia+Group+Signal&utm_campaign=230a80b80e-EMAIL_CAMPAIGN_2022_11_16_11_49&utm_medium=email&utm_term=0_e605619869-230a80b80e-134308033
https://www.ft.com/content/107763ed-8977-4999-829d-839b1928eb8f?utm_source=substack&utm_medium=email
https://www.washingtonpost.com/world/2022/11/15/china-xi-ukraine-g20-war-russia/?utm_source=substack&utm_medium=email
https://sc.mp/cvb1?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3199752
https://sc.mp/xpk9?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3199720
https://www.cnbc.com/2022/11/15/fbi-is-extremely-concerned-about-chinas-influence-through-tiktok.html
https://www.confluenceinvestment.com/category/weekly-geopolitical-report/


 

 

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

www.confluenceinvestment.com 

 4 

Crypto:  Here’s the latest on the continuing crisis in crypto. 

• As Sam Bankman-Fried makes a last ditch effort to raise money, U.S. regulators are 

circling, increasing the odds that he could be facing prosecution.  Part of the 

attractiveness of crypto is the absence of regulation.  Turns out, it’s a downside too.  The 

U.S. operated with a free banking system from the end of the Second Bank of the United 

States to the creation of the Federal Reserve (1836-1913).  In this period, banks would 

issue their own currency, and bank runs were common. Even under a gold standard, 

financial instability was the norm.  The evolution of regulation was an attempt to stabilize 

finance.  There is a cost, as an actor can’t do everything they want.  Watching crypto 

looks a lot like the free banking period since the issuance of money by individual 

financial institutions is an element of the earlier period.   

• Contagion is occurring in the wake of FTX’s collapse.  The crypto lender BlockFi has 

paused withdraws and restricted activity and is preparing for a bankruptcy filing.  

BlockFi was rescued by FTX this summer when the plunge in cryptocurrencies 

threatened insolvency.  It was using FTT, FTX’s own coin, to extend credit.  With the 

collapse of FTX, BlockFi’s assets are likely worth much less, making the company 

vulnerable to a run.  

o Although the FTX situation continues to weaken the crypto space, so far, the 

traditional financial system has not shown signs of trouble.  The Fed is working 

with banks on the crypto custody issue. 

• Major players in the crypto industry are turning on Bankman-Fried.   

• Binance is proposing an industry recovery fund, most likely to head off further contagion 

and to fend off the regulators.   

• On a related note, the NY FRB is testing a digital dollar.   

 

Markets, Economics and Policy:  George warns on the economy and childcare remains a 

problem. 

• KC FRB President George noted that it is likely impossible to lower inflation without 

triggering a recession.  We would agree.  George is a traditional hawk but has been an 

unexpected voice of moderation in this tightening cycle.   

• The lack of childcare may be a major reason why the labor markets remain tight.  The 

BLS estimates that 104k members of the labor force were not working due to childcare 

issues.  These may include problems due to illness or the lack of affordable care.   

• Home equity lines of credit are expanding.  Collectively, homeowners are still sitting on 

large amounts of net equity and may not want to buy a new home due to current 

mortgage rates and weak affordability.  Tapping home equity is a way to acquire funds.  

However, if nominal home prices fall, those lines could be at risk.   

• As we note below, U.K. inflation hit a 41 year high of 11.1%. 

• A bill to limit companies’ use of non-disclosure agreements looks like it will pass soon.   

 

https://www.wsj.com/livecoverage/stock-market-news-today-11-15-2022/card/your-guide-to-the-crypto-crisis-ftx-fallout-continues-to-spread-c7Cc7JJRhsh31jseyVE6?mod=djemRTE_h
https://www.wsj.com/articles/ftx-founder-sam-bankman-fried-attempts-to-raise-fresh-cash-despite-bankruptcy-11668520573?st=mszss13j0u5okgm&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/ftx-sam-bankman-fried-sit-in-the-crosshairs-of-u-s-prosecutors-11668398012?st=eafg0mtx6mw9j01&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/ftx-sam-bankman-fried-sit-in-the-crosshairs-of-u-s-prosecutors-11668398012?st=eafg0mtx6mw9j01&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2022-11-15/sam-bankman-fried-facing-possible-trip-to-us-for-questioning?srnd=premium&sref=17aozLHf#xj4y7vzkg
https://www.federalreservehistory.org/essays/second-bank-of-the-us
https://www.federalreservehistory.org/essays/second-bank-of-the-us
https://www.wsj.com/articles/crypto-lender-blockfi-halts-withdrawals-citing-ftxs-problems-11668142538?st=0jl3dkqua7ycvh1&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/blockfi-prepares-for-potential-bankruptcy-as-crypto-contagion-spreads-11668534824?st=8tg9wziwg0oe86w&reflink=desktopwebshare_permalink
https://subscriber.politicopro.com/article/2022/11/feds-barr-signals-future-guidance-for-banks-on-crypto-custody-00067012
https://finance.yahoo.com/news/sam-bankman-fried-jordan-belfort-of-crypto-era-microstrategy-193604232.html?.tsrc=372
https://www.wsj.com/articles/binance-chief-changpeng-zhao-scrambles-to-shore-up-crypto-11668524277?st=e7x4ri7zx97r2w9&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/feds-michael-barr-says-crypto-turmoil-highlights-potential-risks-to-financial-system-11668516393?st=fd6hwbm6eucdm57&reflink=desktopwebshare_permalink
https://subscriber.politicopro.com/article/2022/11/new-york-fed-launches-digital-dollar-pilot-with-big-banks-00066982
https://www.wsj.com/articles/bringing-inflation-down-without-a-recession-might-not-be-feasible-fed-official-says-11668571133?st=f1soy1nvnfn384t&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/bringing-inflation-down-without-a-recession-might-not-be-feasible-fed-official-says-11668571133?st=f1soy1nvnfn384t&reflink=desktopwebshare_permalink
https://www.axios.com/2022/11/16/lack-of-child-care-is-keeping-record-number-of-parents-out-of-work?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/2022/11/16/lack-of-child-care-is-keeping-record-number-of-parents-out-of-work?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.washingtonpost.com/business/2022/11/15/work-absences-childcare/
https://www.wsj.com/articles/more-americans-tap-home-equity-for-financial-safety-net-11668572616?st=s6khwjv4faynh41&reflink=desktopwebshare_permalink
https://www.ft.com/content/1fcc250c-c1c5-4820-a5f4-4e48662a73aa?emailId=7dc85e43-8794-4897-9e3b-46bb93434088&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://www.congress.gov/bill/117th-congress/senate-bill/4524/actions?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.axios.com/2022/11/16/congress-limit-sexual-harassment-ndas?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
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On the international front, Mexico’s President Andrés Manuel López Obrador (AMLO) is facing 

increasing unrest, with protesters opposing his increasingly heavy-handed rule.  The latest 

problem is his plan to “reform” Mexico’s election system.  Critics argue it will make his party 

dominant, creating conditions similar to the PRI’s dominance after the Mexican Revolution.  For 

years, the PRI operated a single party state.  AMLO seems to want to return to that period and 

this latest effort is part of that plan.  If AMLO is thwarted, his party is likely to lose influence.   

 

Odds and Ends:  Odd news items that caught our attention this morning. 

• In the early days of online purchasing and banking, older friends and family members 

argued that such transactions couldn’t be safe, and that they would continue to write 

checks.  Turns out that the latest hot criminal scam involves paper checks.  Thieves are 

rifling through the mail to get checks, which they then add their own names or others in 

the scam to pull funds from checking accounts by using a chemical processes to erase the 

original payee and amount. 

• Running a marathon is a hard; doing it while chain smoking is even harder.   

 

U.S. Economic Releases  

 

Mortgage loan demand jumped last week after interest rates had their biggest decline since July. 

According to an index tracked by the Mortgage Bankers Association, mortgage applications rose 

2.7% in the week ending November 11.  The decline in borrowing costs improved housing 

affordability last month.  The average 30-year fixed-rate mortgage fell by 24 bps last week, from 

7.14% to 6.90%.  As a result, the application tracker for purchases rose 4.4% from the prior 

week, while the refinance application index fell 1.6% in the same period.  

 

U.S. retail sales picked up last month as shoppers took advantage of discounts due to inventory 

overhangs.  According to preliminary data collected by the Census Bureau, the value of retail 

purchases rose 1.3% in October.  Last month sales were relatively unchanged, while the 

consensus estimate showed a rise of 1.0%.  The sales were generally broad based. Excluding 

motor vehicles, retail sales rose 1.3% from the prior month.  Meanwhile, the sales excluding 

volatile measures like gas and building materials, rose 0.7% from the prior month, well above 

expectations of 0.2%. 

 

https://www.france24.com/en/americas/20221114-tens-of-thousands-protest-against-mexican-president-s-electoral-reform-plan
https://www.wsj.com/articles/mexicans-protest-presidents-plans-to-overhaul-election-agency-11668368781?st=h0onkua1gok6mjf&reflink=desktopwebshare_permalink
https://www.axios.com/2022/11/16/congress-limit-sexual-harassment-ndas?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://news.sky.com/story/chinese-chain-smoking-marathon-runner-completes-26-miles-in-less-than-three-and-a-half-hours-12748278?utm_source=Eurasia+Group+Signal&utm_campaign=230a80b80e-EMAIL_CAMPAIGN_2022_11_16_11_49&utm_medium=email&utm_term=0_e605619869-230a80b80e-134308033
https://www.msn.com/en-us/money/news/retailers-biggest-holiday-wish-is-to-get-rid-of-all-that-excess-inventory/ar-AA143uhQ
https://www.msn.com/en-us/money/news/retailers-biggest-holiday-wish-is-to-get-rid-of-all-that-excess-inventory/ar-AA143uhQ
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The chart above shows the annual change in headline and core retail sales.  Overall retail sales 

rose 8.0% from the prior year, while core sales, which exclude auto and gas prices, rose 

8.3%.  The sharp deceleration in sales represents a slowdown in consumption, which, if 

sustained, could push the economy into recession.  

 

Trade prices fell at a lower-than-expected pace last month but will likely contribute to 

disinflationary pressures.  According to an index tracked by the Bureau of Labor Statistics, the 

import prices declined 0.2% in October.  The decline was lower than consensus estimate of  

0.4% and previous month’s report of 1.2%.  The fall in the cost for imported goods was not 

exclusive to crude prices. Excluding petroleum products, import prices fell 0.2% from the prior 

month, well below expectations of 0.8%.  That said, foreign buyers of U.S. goods benefited due 

to a sharper decline in export prices.  The export price index fell 0.3% from the prior month, 

compared to expectations of a decline of 0.4%. 
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The chart above shows the ratio between the export price index and import price index, also 

known as the U.S. terms of trade. Designed to gauge the changes in living standards, the index 

showed that Americans have benefited from recent price fluctuations related to currency and 

policy changes.  

 

The table below lists the economic releases and/or Federal Reserve events scheduled for the rest 

of the day.  

 

 
 

Foreign Economic News 

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

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

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

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

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

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

EST Indicator Expected Prior Rating

9:15 Industrial Production m/m Oct 0.2% 0.4% ***

9:15 Industrial Capacity Utilization m/m Oct 80.4% 80.3% **

10:00 Business Inventories m/m Sep 0.5% 0.8% *

10:00 NAHB Housing Market Index m/m Nov 36.0 38.0 **

16:00 Total Net TIC Flows m/m Sep $275.6b **

EST Speaker or Event

9:30 John Williams Speaks at 2022 Treasury Market Conference President of the Federal Reserve Bank of New York

10:00 Michael Barr Testifies Before House Panel Federal Reserve Board Vice Chair for Supervision

14:35 Chris Waller Discusses Economic Outlook Member of the Board of Governors

Economic Releases

Federal Reserve

District or Position
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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. 

 

 

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. 

   
 

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. 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Core Machine Orders y/y Sep 2.9% 9.7% 7.5% ** Equity bearish, bond bullish

Tertiary Industry Index m/m Sep -0.4% 0.7% 0.6% ** Equity bearish, bond bullish

Australia Westpac Leading Index m/m Oct -0.05% -0.04% -0.07% ** Equity and bond neutral

Wage price index y/y 3Q 3.1% 2.60% 3.0% ** Equity and bond neutral

China New Home Prices m/m Oct -0.37% -0.28% * Equity and bond neutral

India Trade Balance m/m Oct -$26.912b -$25.710b -$25.713b * Equity and bond neutral

Exports y/y Oct -16.6% 4.8% ** Equity bearish, bond bullish

Imports y/y Oct 5.7% 8.7% ** Equity bearish, bond bullish

EUROPE

Italy CPI, EU Harmonized y/y Oct F 12.6% 12.8% 12.8% *** Equity and bond neutral

UK CPI y/y Oct 11.1% 10.1% 10.7% *** Equity and bond neutral

Core CPI y/y Oct 6.5% 6.5% 6.4% *** Equity and bond neutral

RPI y/y Oct 14.2% 12.6% 13.6% ** Equity bearish, bond bullish

RPI Ex Mort Int.Payments y/y Oct 13.9% 12.4% 13.2% ** Equity bearish, bond bullish

PPI Output NSA y/y Oct 14.8% 15.9% 16.3% * Equity bullish, bond bearish

PPI Input NSA y/y Oct 19.2% 20.0% 20.8% * Equity bullish, bond bearish

House Price Index y/y Sep 9.5% 13.6% 13.1% * Equity bullish, bond bearish

AMERICAS

Canada Housing Starts m/m Oct 267.1k 299.6k 298.8k ** Equity and bond neutral

CPI y/y Oct 6.90% 6.90% 6.90% *** Equity and bond neutral

Mexico International Reserves Weekly w/w 11-Nov $197.861b $196.706b * Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 464 461 3 Up

3-mo T-bill yield (bps) 408 408 0 Up

TED spread (bps) 56 52 4 Widening

U.S. Sibor/OIS spread (bps) 427 424 3 Up

U.S. Libor/OIS spread (bps) 430 427 3 Up

10-yr T-note (%) 3.77 3.77 0.00 Up

Euribor/OIS spread (bps) 180 179 1 Neutral

Currencies Direction

Dollar Down Down

Euro Up Up

Yen Flat Down

Pound Up Down

Franc Up Up
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Weather 

The 6-10 and 8-14 day forecasts currently call for a deep cold snap throughout the entire country, 

with warmer-than-normal temperatures moving in from West toward the end of the forecast 

period.  Wetter-than-normal conditions are anticipated in the Pacific Northwest and the 

Southeast, with dry conditions expected in the Midwest.  

Price Prior Change Explanation

Brent $94.07 $93.86 0.22%

WTI $86.84 $86.92 -0.09%

Natural Gas $5.94 $6.03 -1.51%

Crack Spread $34.94 $34.46 1.39%

12-mo strip crack $32.23 $32.09 0.44%

Ethanol rack $2.78 $2.79 -0.65%

Metals

Gold $1,782.11 $1,778.94 0.18%

Silver $21.91 $21.57 1.60%

Copper contract $378.75 $381.95 -0.84%

Grains

Corn contract $661.25 $669.25 -1.20%

Wheat contract $825.25 $848.00 -2.68%

Soybeans contract $1,443.50 $1,457.25 -0.94%

Shipping

Baltic Dry Freight 1,300            1,325            -25

Actual Expected Difference

Crude (mb) -1.9

Gasoline (mb) 0.2

Distillates (mb) -1.0

Refinery run rates (%) 0.3%

Natural gas (bcf) 65

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 11/15/2022 close) 

 

-50% 0% 50% 100%

Communication Services

Consumer Discretionary

Real Estate

Technology

S&P 500

Materials

Financials

Industrials

Healthcare

Utilities

Consumer Staples

Energy

YTD Total Return

-0.5% 0.0% 0.5% 1.0% 1.5% 2.0%

Materials

Healthcare

Financials

Industrials

Consumer Staples

S&P 500

Energy

Real Estate

Utilities

Technology

Consumer Discretionary

Communication Services

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 11/15/2022 close) 

 

-30% -20% -10% 0% 10% 20% 30%

Growth

Real Estate

Emerging Markets ($)

US Corporate Bond

Emerging Markets (local currency)

Large Cap

US Government Bond

Small Cap

Foreign Developed ($)

US High Yield

Mid Cap

Value

Foreign Developed (local currency)

Cash

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 10, 2022 

 

0

5

10

15

20

25

30

70 80 90 00 10 20 30 40 50 60 70 80 90 00 10 20

4Q TRAILING P/E AVERAGE

-1 STANDARD DEVIATION +1 STANDARD DEVIATION

LONG-TERM TRAILING P/E

P
/E

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

P/E as of 11/09/2022 = 18.0x

 
 

Based on our methodology,3 the current P/E is 18.0x, unchanged from last week.   
 

 

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. 

 
3 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. 


