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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 18, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

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

closed down 0.9%. Chinese markets were lower, with the Shanghai Composite down 0.5% from 

its prior close and the Shenzhen Composite down 0.7%.  U.S. equity index futures are signaling a 

higher open.  With 468 companies having reported, the S&P 500 Q3 2021 earnings stand at 

$54.00, 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 14.6% 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 (11/15/2021): “The Special Relationship” 

• Weekly Energy Update (11/18/2021): The Biden administration is trying to cope with 

higher energy prices and inflation fears.   

• 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 on the eve of a major lunar eclipse! U.S. equity futures are moving higher this 

morning, and oil prices are ticking higher as well, despite U.S. pressure for a wider SPR release.  

Our coverage begins with comments on debt market stability.  There is a lot of China news as we 

try to analyze recent CPC meetings.  Up next is economic and policy news, with the international 

news roundup afterward.  We close with our regular pandemic update. 

 

Market stability:  One area we watch closely is the resiliency of the Treasury market.  

Treasuries are the backbone of the financial markets and the internal financial plumbing of the 

financial markets.  Recent market events, such as the repo crisis in August 2019 and the March 

2020 financial freeze, are all tied to the market’s inability to manage the flow of credit.  We are 

seeing some hints of problems now.  Our take is that the massive borrowing by the Federal 

government, coupled with capital requirements of the primary dealers, is leading to instability.  

The recent poor 30-year T-bond auction appears tied to this issue.  Regulators are attuned to the 

problem but seem to lack a deep understanding of how to address it.  Regulators met yesterday to 
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discuss the issue.  The general conclusion is that central clearinghouses are the answer.  Perhaps.  

We have long experience with futures clearinghouses, and we know they are very good at 

protecting the exchanges and the clearinghouses themselves but generally don’t care about the 

participants.  At the same time, a properly functioning clearinghouse can force participants out of 

positions before they become a systemic problem.  Another potential response is to fortify the 

Fed’s lender of last resort to become a dealer of last resort.  However, until these issues are 

resolved, the financial system will remain susceptible to sudden stops in liquidity that can trigger 

financial crises.   

 

China news:  A crackdown on crypto, an easing on real estate lending, and more on the recent 

party conference lead today’s comments. 

• The crackdown on crypto mining in China snared a high-ranking CPC provincial official 

in Jiangxi.  According to party documents and reported in the media, Xiao Yi was 

accused of taking bribes and other nefarious activities in allowing crypto mining 

operations to be established in the province.  Although Texas has seen an influx of 

mining operations, Chinese operators are apparently moving their talents to Singapore, 

which has a large Chinese diaspora.   

• In the face of continued pressure in the real estate market, Chinese officials appear to be 

easing regulations to increase available liquidity to the sector.  State-owned real estate 

developers are boosting land auction activity, a key funding source for local 

governments.  Regulations on asset-backed security (ABS) sales appear to have eased as 

well, leading to increased issuance.  The ability to borrow using assets as collateral will 

increase available liquidity.   

• The recent party meetings where Xi was portrayed as the natural successor to Mao and 

Deng are still resonating; analysts are combing through the lengthy documents for clues 

to future behavior. 

o The “throwback” references to the Mao era in Xi’s writings are remarkable.  Deng 

was able to move on from Mao by openly discussing his failures.  Xi appears to 

be using Mao’s nostalgia to undercut Deng’s policies.  It is clear that Xi is 

portraying himself as the next major CPC figure.  He has indicated that his drive 

to consolidate power was all about moving the country forward and making sure 

he stays in office as long as he likes.   

o Xi seems to be downplaying the role of GDP targets.  If China is going to bring its 

debt growth under control, investments driven by debt will likely need to stop.  

The downside is that this action will lead to slower economic growth.  If the GDP 

targets are deemphasized, there is a better chance that economic restructuring can 

occur. 

o There also seems to be a return to the earlier position on Taiwan, which is that 

unification can happen naturally in the future.  Xi did warn that any action to 

declare independence would trigger a military response.   

• Although recent actions suggest China may be trying to walk back recent belligerence, 

the U.S. is moving in a direction that assumes a hostile relationship with China.   

chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/viewer.html?pdfurl=https%3A%2F%2Fwww.newyorkfed.org%2Fmedialibrary%2Fmedia%2Fnewsevents%2Fevents%2Fmarkets%2F2021%2F2021-Treasury-Market-Conference-Agenda.pdf%3Futm_source%3Dnewsletter%26utm_medium%3Demail%26utm_campaign%3Dnewsletter_axiosmarkets%26stream%3Dbusiness&clen=262183&chunk=true
https://www.ft.com/content/e41d5ad6-63e3-44ee-bfc9-53eabbf3be1d
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https://www.ccdi.gov.cn/yaowen/202111/t20211113_254317_m.html
https://www.scmp.com/tech/policy/article/3156024/chinese-official-punished-supporting-cryptocurrency-mining-companies?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156024
https://www.protocol.com/china/china-crypto-exodus-singapore
https://www.scmp.com/business/article/3156099/worst-yet-come-chinas-housing-market-new-home-prices-fall-most-six-years?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156099
https://www.ft.com/content/b946f567-3ebe-451f-8bba-a775be08bcb5
https://711web.com/china-eases-developer-financing-limits-in-152-billion-market/
https://711web.com/china-eases-developer-financing-limits-in-152-billion-market/
https://www.wsj.com/articles/xi-jinping-thought-makes-china-a-tougher-adversary-ccp-rise-marxist-reappointment-11636750676?st=ij3vzf5n88st04b&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/xi-jinping-thought-makes-china-a-tougher-adversary-ccp-rise-marxist-reappointment-11636750676?st=ij3vzf5n88st04b&reflink=desktopwebshare_permalink
https://chinamediaproject.org/the_ccp_dictionary/fengqiao-experience/
https://www.wsj.com/articles/how-xi-jinping-is-rewriting-chinas-history-to-put-himself-at-the-center-11637157022?st=t2ohlz71n5s2wbp&reflink=desktopwebshare_permalink
https://www.firstpost.com/india/helmsman-xi-jinping-cements-legacy-at-par-with-mao-all-but-ensures-rule-beyond-2022-at-sixth-plenum-10139911.html
https://www.firstpost.com/india/helmsman-xi-jinping-cements-legacy-at-par-with-mao-all-but-ensures-rule-beyond-2022-at-sixth-plenum-10139911.html
https://twitter.com/business/status/1460865340821458950
https://twitter.com/fravel/status/1460614886120206351?s=12
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o The U.S. is looking to bolster trade relations in Asia, although not joining the 

Comprehensive and Progressive Agreement for Trans-Pacific Partnership 

(CPTPP) undercuts the effort. 

o A Congressional commission recommends the U.S. scale back commercial 

relations with China.   

o We are seeing financial firms getting increased access to China, but it is unclear 

how long this opening will last.  It is possible the U.S. may be the bigger obstacle.  

Meanwhile, it is abundantly clear that Beijing sees the U.S. business community 

as an ally and pressure point against China hawks.   

o We see one area of cooperation; Washington has asked Beijing to release oil from 

their SPR in a bid to lower prices.   

o At the same time, this potential “thaw” should be treated with caution.  China is 

still trying to expand its reach across the globe, especially in data control.  This 

data control is also affecting global shipping. 

• The EU is delaying its trade upgrade legislation regarding Taiwan.   

• The World Tennis Association continues to express concern over Peng Shuai, the Grand 

Slam doubles champion linked to a sex scandal with a high-ranking CPC official.  There 

has been a new release purporting to be from Peng, but there is little confidence she 

actually issued the press release.   

• Tsinghua Unigroup (600100.ss, CNY, 5.68) is seeking a deep-pocketed buyer.  The 

company is an important element in China’s goal of tech independence.   

• The U.S. has named a director for AUKUS.   

• Australia has named 63 areas of technology that won’t be shared with China.   

• Longer-term, China is facing a nearly insurmountable demographic problem.   

Economics and policy:  Inflation dominates the newsflow. 

• The White House is growing increasingly worried about inflation.  Unfortunately, the 

executive branch has limited tools to affect price levels.   

o Oil prices have become a sensitive issue for the administration.  Not only has 

Washington asked Beijing to release SPR oil, but other Asian nations have 

received similar requests.   

• An increasing number of FOMC members are pushing for tighter policy.  It remains to be 

seen if Chair Powell can overcome growing opposition to accommodation.   

• We are starting to see mainstream center-left economists calling for rate hikes.  Jason 

Furman is a potential candidate for a Fed governor role, but a recent op-ed may eliminate 

him as a nominee.  Or not.  If President Biden is serious about controlling inflation, he 

should be looking for a hawk to replace Chair Powell.  Presidents supporting hawkish 

monetary policy are quite rare; President Carter was arguably the only one since Fed 

independence since 1951 (even President Truman, who approved the deal for 

independence, was uncomfortable with the arrangement).  The political cost Carter paid 

should be a cautionary tale for any president.   

https://www.wsj.com/articles/u-s-moves-to-bolster-asia-trade-ties-in-bid-to-counter-chinas-influence-11637076879?st=vrbp8yzxvbr47jh&reflink=desktopwebshare_permalink
https://www.ft.com/content/24c37975-f48f-435a-9c32-e69090412763
https://www.wsj.com/articles/panel-urges-restricting-u-s-investment-in-china-over-security-concerns-11637163001?st=8pg91vcr3ngz8nz&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/11/15/business/wall-street-china.html?smid=url-share
https://www.globaltimes.cn/page/202111/1239240.shtml
https://www.globaltimes.cn/page/202111/1239240.shtml
https://www.scmp.com/economy/china-economy/article/3156290/us-asks-china-release-oil-reserves-part-discussions-economic?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156290
https://www.scmp.com/economy/china-economy/article/3156290/us-asks-china-release-oil-reserves-part-discussions-economic?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156290
https://thediplomat.com/2021/11/chinas-content-manipulation-reaches-new-frontiers/
https://www.reuters.com/world/china/off-grid-chinese-data-law-adds-global-shipping-disruption-2021-11-17/
https://www.scmp.com/news/china/diplomacy/article/3156345/eu-shelves-taiwan-trade-upgrade-amid-high-wire-balancing-act?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156345
https://apnews.com/article/sports-china-japan-media-tennis-bff294c37cfdfdeb25717e664a57e925
https://www.ft.com/content/56020754-9873-400d-b65c-dba6ee4aed72
https://www.wsj.com/articles/u-s-names-leader-for-australia-submarine-program-aimed-at-countering-china-11637089200?st=yw77h3x2kos9krh&reflink=desktopwebshare_permalink
https://www.reuters.com/world/asia-pacific/australia-invest-73-mln-quantum-tech-it-beefs-up-critical-areas-2021-11-16/
https://www.scmp.com/economy/china-economy/article/3156246/china-population-tumbling-regional-births-underline-crisis?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156246
https://www.politico.com/news/magazine/2021/11/16/joe-bidens-empty-inflation-toolbox-522552?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.aljazeera.com/economy/2021/11/18/biden-pushes-china-india-japan-to-release-oil-reserves-sources
https://www.aljazeera.com/economy/2021/11/18/biden-pushes-china-india-japan-to-release-oil-reserves-sources
https://www.reuters.com/business/finance/fed-officials-say-high-inflation-weighing-consumers-needs-be-controlled-2021-11-16/
https://www.wsj.com/articles/biden-can-whip-inflation-and-build-back-better-stimulus-prices-infrastructure-reconciliation-11636991676?st=qz5eul2cy1b020h&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-can-whip-inflation-and-build-back-better-stimulus-prices-infrastructure-reconciliation-11636991676?st=qz5eul2cy1b020h&reflink=desktopwebshare_permalink
https://www.axios.com/newsletters/axios-markets-35639450-4c54-4684-bc13-7e0530beea2f.html?chunk=0&utm_term=emshare#story0
https://www.axios.com/newsletters/axios-markets-35639450-4c54-4684-bc13-7e0530beea2f.html?chunk=0&utm_term=emshare#story0
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• As prices rise, households are adapting.  Retail traffic is rising at discount stores as 

shoppers try to stretch their incomes.  The nascent goods exchange network reports 

increased activity as well.   

• Saule Omarova, the nominee for comptroller of the currency, is scheduled to appear 

before the Senate Banking Committee.  She is a controversial selection, supporting ideas 

like government saving accounts for the unbanked.  Given that she won’t get any GOP 

support needed to be approved by the committee, she will need all the Democrats to sign 

off on her nomination.  That may not be possible.   

• Banks are boosting credit card offers, hoping to encourage households to carry balances.  

Balances fell sharply during the pandemic, as households used their support payments to 

pay down balances. 

 
 

• Despite calls for 24/7 port activities, in practice, it isn’t happening.  Truckers who handle 

container shipments to warehouses have not been coming to take cargos at night.  Part of 

the issue is due to truckers wanting to avoid night work.  Another factor is that 

warehouses are not structured for 24/7 activities.  In some cases, local community rules 

prevent night work.   

• John Deere (DE, USD, 353.52) workers have ended their strike after the company 

boosted its base productivity pay offer.   

• National defense legislation appears poised to move through Congress. 

• The population center of the U.S., from the most recent census, is Wright County, MO.   

International roundup:  The Turkish lira plunges, the “three amigos” meet today in 

Washington, and Belarus is starting to ponder a plan for all these refugees. 

• Turkey’s central bank cut its main policy rate by 100 bps to 15%, sending the TRY to 

new lows against the dollar.  President Erdogan holds the position that high-interest rates 

https://finance.yahoo.com/news/americans-shopping-discount-stores-173610817.html?.tsrc=372
https://www.wsj.com/articles/an-antidote-to-inflation-buy-nothing-groups-gain-popularity-11637231402?st=397q2h3i4ixoa9h&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-senate-saule-omarova-occ-11637199839?st=9j90itjpll6onoc&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-senate-saule-omarova-occ-11637199839?st=9j90itjpll6onoc&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/its-not-just-you-banks-really-are-sending-out-more-credit-card-offers-11637231402?st=lbx9wgztioadvmw&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/truckers-steer-clear-of-24-hour-operations-at-southern-california-ports-11637173872?st=ik4h01sd74sqaew&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/deere-workers-approve-new-contract-ending-strike-11637202272?st=tgksvnwc0tznnfe&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/striking-deere-workers-to-vote-wednesday-on-new-contract-offer-11637090883?st=7ue9movu83knlgm&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/11/17/schumer-china-bill-ndaa-delay-522811?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.census.gov/geographies/reference-files/time-series/geo/centers-population/united-states.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.dailysabah.com/business/economy/turkeys-central-bank-slashes-key-policy-rate-to-15-more-to-come
https://www.wsj.com/articles/turkeys-lira-slides-to-historic-low-ahead-of-central-bank-meeting-11637231995?reflink=desktopwebshare_permalink
https://www.wsj.com/articles/turkeys-lira-slides-to-historic-low-ahead-of-central-bank-meeting-11637231995?reflink=desktopwebshare_permalink
https://www.google.com/search?q=try+currency+code&rlz=1C1GCEU_enUS980&oq=try+currency+code&aqs=chrome..69i57.3680j0j7&sourceid=chrome&ie=UTF-8
https://www.ft.com/content/2db0434d-2851-4485-850d-06cfca32ff22
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contribute to inflation and has undercut the central bank’s independence to force 

unorthodox rate reductions.   

• The dollar has been stronger recently across the board, mostly on ideas that the Fed will 

need to raise rates sooner than other central banks.   

• As we have been discussing recently, Belarus has been using Middle East refugees as a 

weapon against EU sanctions.  However, one problem with this policy is that if it fails 

and the refugees can’t enter the EU, what does Minsk do with all these people?  We 

doubt he can send them back, and the country doesn’t really have the resources to house 

them.   

• Leaders of the USMCA meet today in Washington in what could be an acrimonious 

summit.  Canada and Mexico are deeply intertwined in the U.S. auto industry supply 

chain, and recent legislation that would give higher tax credits to U.S. UAW EVs is a 

sore point for both nations.  It’s not popular with non-UAW auto firms either.   

• The EU’s top court says Poland’s rules on appointing judges violate EU law, setting the 

stage for a confrontation between Warsaw and Brussels.   

• The U.S. and U.K. say Iran is behind recent cyberattacks.   

COVID-19:  The number of reported cases is 255,174,017, with 5,127,127 fatalities.  In the 

U.S., there are 47,421,879 confirmed cases with 767,439 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 558,460,315 doses of the vaccine 

have been distributed, with 444,789,186 doses injected.  The number receiving at least one dose 

is 228,175,638, while the number receiving second doses, which would grant the highest level of 

immunity, is 195,612,365.  For the population older than 18, 70.7% of the population has been 

fully vaccinated, with 58.9% of the entire population fully vaccinated.  The FT has a page on 

global vaccine distribution.  The Axios map shows rising cases as colder weather increases 

indoor gatherings.   

• One downside of lockdowns is that they increased the incidence of mental health 

problems.  In the 12-month period ending in April 2021, drug overdose fatalities topped 

100,000, a new record.  This map shows the distribution of drug overdose deaths.   

• Pfizer (PFE, USD, 50.87) announced it will allow developing nations to acquire its 

antiviral drug at a low cost.  The U.S. is also pressing vaccine makers to expand global 

supplies.   

• The FT has an in-depth investigation of “gain-of-function” gene experiments.  Not only is 

the lax security and safety precautions worrisome, but the reason for doing such work is 

hard to justify. 

• Europe is facing a new surge in cases, especially in central and eastern areas of the 

continent.  Already, nations are imposing various levels of lockdowns and other 

restrictions.   

• Reports indicate that schools inadvertently purchased air quality systems that either failed 

to work or were dangerous.   

 

https://www.ft.com/content/2db0434d-2851-4485-850d-06cfca32ff22
https://www.ft.com/content/f09a8ba8-c196-46d0-8fe7-15d6ae64364f'
https://www.ft.com/content/f09a8ba8-c196-46d0-8fe7-15d6ae64364f'
https://www.nytimes.com/2021/11/17/world/europe/poland-belarus-migrants-lukashenko.html?smid=url-share
https://www.washingtonpost.com/world/europe/belarus-migrant-crisis-lukashenko/2021/11/17/6c05c4a6-46fd-11ec-beca-3cc7103bd814_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%2F3550bcc%2F6195dcb89d2fdab56b91c35f%2F596b53f6ae7e8a44e7d597a3%2F32%2F59%2F6195dcb89d2fdab56b91c35f
https://www.reuters.com/technology/biden-face-push-back-ev-rules-first-three-amigos-summit-5-years-2021-11-17/
https://www.wsj.com/articles/electric-vehicle-spat-looms-over-bidens-meeting-with-canadian-mexican-leaders-11637236801?st=6s28ykf3dvgigxh&reflink=desktopwebshare_permalink
https://www.gzeromedia.com/climate-change-trade-wars
https://www.wsj.com/articles/biden-electric-vehicle-tax-credit-tesla-toyota-11637161415?st=0g0gtfjh10td4v1&reflink=desktopwebshare_permalink
https://www.dw.com/en/eus-top-court-says-polish-rules-on-appointing-judges-violate-eu-law/a-59833245?utm_source=Eurasia+Group+Signal&utm_campaign=c46479fe27-EMAIL_CAMPAIGN_2021_11_17_11_53&utm_medium=email&utm_term=0_e605619869-c46479fe27-134308033
https://www.ft.com/content/22b323e0-b781-4eba-9d0b-dc62a0aad235?emailId=6195db13b358230004aec4b3&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.nytimes.com/live/2021/11/17/world/covid-vaccine-boosters-mandates?campaign_id=51&emc=edit_mbe_20211118&instance_id=45694&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=74711&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/coronavirus-thanksgiving-america-vaccines-2f873ccf-a168-4a0c-9d66-ffa2c9585585.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/cdc-america-drug-overdose-deaths-9490f732-b71c-454b-b7f6-9227548eb397.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.axios.com/cdc-america-drug-overdose-deaths-9490f732-b71c-454b-b7f6-9227548eb397.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.statnews.com/2021/11/17/us-overdose-deaths-topped-100000-in-one-year/?utm_source=STAT+Newsletters&utm_campaign=a9f6b4488a-Daily_Recap&utm_medium=email&utm_term=0_8cab1d7961-a9f6b4488a-152749274
https://www.axios.com/newsletters/axios-am-2da06c01-48b5-4593-87a9-1dfa091d754d.html?chunk=6&utm_term=emshare#story6
https://www.nytimes.com/2021/11/16/health/covid-pill-pfizer.html?smid=url-share
https://www.nytimes.com/2021/11/16/health/covid-pill-pfizer.html?smid=url-share
https://www.wsj.com/articles/biden-administration-to-work-with-drugmakers-to-boost-covid-19-vaccine-supply-11637163301?st=6gt7bs1rk2jcvfb&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-administration-to-work-with-drugmakers-to-boost-covid-19-vaccine-supply-11637163301?st=6gt7bs1rk2jcvfb&reflink=desktopwebshare_permalink
https://www.ft.com/content/f81f18b0-0f93-4b4a-b299-ba0e39a82074
https://www.reuters.com/world/europe/germanys-coronavirus-situation-is-dramatic-merkel-says-2021-11-17/
https://www.politico.eu/article/belgium-coronavirus-teleworking-covid-safe-ticket-de-croo/?utm_source=POLITICO.EU&utm_campaign=63f8cbec35-EMAIL_CAMPAIGN_2021_11_18_04_52&utm_medium=email&utm_term=0_10959edeb5-63f8cbec35-190334489
https://www.reuters.com/world/europe/slovakia-decide-new-covid-19-restrictions-thursday-2021-11-16/
https://www.ft.com/content/c7b1df39-218e-4339-a1e0-6b8cff94d6a6?emailId=6195db13b358230004aec4b3&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/c7b1df39-218e-4339-a1e0-6b8cff94d6a6?emailId=6195db13b358230004aec4b3&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.axios.com/schools-buy-air-filtration-systems-may-be-harmful-c4dd3dc5-4737-4280-aa33-1f4ebe1aa1c9.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.axios.com/schools-buy-air-filtration-systems-may-be-harmful-c4dd3dc5-4737-4280-aa33-1f4ebe1aa1c9.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top


 

 

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

www.confluenceinvestment.com 

 6 

U.S. Economic Releases  

 

Jobless claims fell for the seventh consecutive week, according to the Department of Labor. 

Initial jobless claims came in at 268K compared to expectations of 260K.  The prior month’s 

report was revised upward from 267K to 269K.  Continuing claims came in at 2,080K compared 

to expectations of 2,120K.  The prior week’s report was revised from 2,160K to 2,209K. 
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The chart above shows the four-week moving average of initial claims.  The moving average fell 

from 278.50K to 272.75K. 

 

Manufacturing activity for the Philadelphia area picked up in October, according to the Federal 

Reserve Bank of Philadelphia.  The Philadelphia Business Outlook Index came in at 39.0 

compared to expectations of 24.0.  The increase in the index has been driven by a rise in new 

orders, shipments, and employment.  The strong demand for goods has led to a notable upward 

swing in expectations for future growth.  However, survey respondents have continued to report 

higher input and labor prices.  As a result, it is possible that firms will begin to offset the burden 

of those costs by raising prices on goods sold to consumers.   
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The chart above shows the six-month moving average of the Philadelphia Fed Business Outlook.   

 

The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 

 

EST Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 14-Nov 50.3 ***

10:00 Leading Index m/m Oct 0.8% 0.2% **

11:00 Kansas City Fed Manf. Activity m/m Nov 28 31 **

EST Speaker or event

8:00 Raphael Bostic Discusses Regional Outlook President of the Federal Reserve Bank of Atlanta

9:30 John Williams Speaks on Transatlantic Responses to Pandemic President of the Federal Reserve Bank of New York

14:00 Charles Evans Takes Part in Moderated Q&A

15:30 Mary Daly Takes Part in Fed Listens Event President of the Federal Reserve Bank of San Francisco

Economic Releases

Fed Speakers or Events

President of the Federal Reserve Bank of Chicago

District or position

 
 

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. 
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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Swift Global Payments CNY m/m Oct 1.85% 2.19% * Equity bearish, bond bullish

Japan Japan Buying Foreign Bonds w/w 12-Nov ¥456.3b ¥1289.8b * Equity and bond neutral

Japan Buying Foreign Stocks w/w 12-Nov -¥492.7b -¥227.6b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 12-Nov ¥1266.4b ¥441.9b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 12-Nov ¥164.9b ¥147.0b * Equity and bond neutral

Tokyo Condominiums for Sale y/y Oct -38.8% -6.70% ** Equity bearish, bond bullish

New Zealand 2Yr Inflation Expectation q/q 4Q 2.96% 2.27% ** Equity and bond neutral

EUROPE

Eurozone EU27 New Car Registrations m/m Oct -30.3% -23.10% * Equity bearish, bond bullish

Switzerland Exports Real m/m Oct -1.5% 0.4% ** Equity bearish, bond bullish

Imports Real m/m Oct -4.4% -0.8% ** Equity bearish, bond bullish

Swiss Watch Exports y/y Oct 12.5% 16.6% ** Equity and bond neutral

Industry & Construction Output WDA y/y 3Q 7.3% 14.2% ** Equity and bond neutral

Industrial Output WDA y/y 3Q 8.3% 15.7% 9.8% ** Equity and bond neutral

Russia GDP y/y 3Q A 4.3% 10.5% 4.5% *** Equity and bond neutral

CPI w/w 15-Nov 0.2% 0.1% *** Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Weekly w/w 15-Nov 0.98% 1.01% 1.01% ** Equity and bond neutral

Canada CPI NSA m/m Oct 0.70% 0.20% 0.70% *** Equity and bond neutral

CPI y/y Oct 4.7% 4.4% 4.7% *** Equity and bond neutral

Teranet/National Bank HPI m/m Oct 0.00% 0.1% *** Equity and bond neutral

Mexico International Reserves Weekly w/w 12-Nov $198788m $198920m ** Equity and bond neutral  
 

Financial Markets 
 

The table below highlights some of the indicators that we follow on a daily basis.  Again, the 

color coding is similar to the foreign news description above.  We will add a paragraph below if 

a certain move merits further explanation. 

 

 
Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 16 16 0 Down

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

TED spread (bps) 12 11 1 Neutral

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

10-yr T-note (%) 1.60 1.59 0.01 Down

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

EUR/USD 3-mo swap (bps) 23 21 2 Down

Currencies Direction

dollar Down Neutral

euro Up Up

yen Down Neutral

pound Flat Neutral

franc Down Neutral

Central Bank Action Current Prior Expected

RBA FX Transactions Government -A$1505m On forecast

RBA FX Transactions Market A$1518m On forecast

RBA FX Transactions Other A$1759m 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 $80.04 $80.28 -0.30%

WTI $77.95 $78.36 -0.52%  

Natural Gas $4.93 $4.82 2.33%  

Crack Spread $18.80 $19.01 -1.07%

12-mo strip crack $20.42 $20.70 -1.34%

Ethanol rack $3.57 $3.54 0.76%

Gold $1,861.90 $1,867.48 -0.30%

Silver $24.98 $25.09 -0.41%

Copper contract $424.25 $427.20 -0.69%

Corn contract $583.25 $581.50 0.30%

Wheat contract $845.75 $833.00 1.53%

Soybeans contract $1,284.75 $1,277.00 0.61%

Baltic Dry Freight 2,430            2,591            -161

Actual Expected Difference

Crude (mb) -2.1 1.1 -3.2

Gasoline (mb) -0.71 -0.75 0.04

Distillates (mb) -0.8 -1.5 0.68

Refinery run rates (%) 1.2% 0.45% 0.75%

Natural gas (bcf) 24.0

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 in the 

western half of the country, with cooler temperatures expected for the rest of the country.  The 

forecasts call for wet conditions throughout most of the south and the east, with dry conditions in 

the Pacific.  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 11/17/2021 close) 
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(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 11/17/2021 close) 

 

-20.0% 0.0% 20.0% 40.0%

US Government Bond
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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 18, 2021 
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P/E as of 11/17/2021 = 22.2x

 
 

Based on our methodology,1 the current P/E is 22.2x, 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. 

 
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. 


