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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 19, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is down 1.0% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 0.9%. Chinese markets were higher, with the Shanghai Composite up 1.1% from its 

prior close and the Shenzhen Composite up 1.2%.  U.S. equity index futures are signaling a 

lower open.  With 471 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 (11/19/2021) (with associated podcast): We discuss open 

positions at the Fed and how the policy tilt of the FOMC could change based not 

only on who is chosen, but also the speed at which positions are filled. 

Good morning! U.S. equity futures are signaling a lower open. 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 that he is looking favorably at supporting Federal 

Reserve Chair Jerome Powell for renomination.  

● Automakers have decided to get into the semiconductor business. Frustrated with the chip 

shortages, Ford (F, $19.56) and General Motors (GM, $62.33) have both expressed an 

interest in forming strategic partnerships with U.S.-based semiconductor manufacturer 

GlobalFoundries Inc. (GFS, $64.27) in order to develop chips internally.  

● Mexican President Andres Manuel Lopez Obrador (AMLO) and Canadian Prime 

Minister Justin Trudeau met with President Biden on Thursday. The meeting focused on 
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a provision within the social spending bill that is being discussed amongst U.S. 

lawmakers. The provision would allow citizens to receive a tax write-off of $12,500 for 

electric vehicles assembled by U.S. union workers using American-made batteries. Both 

Lopez and Trudeau contend that the provision would be a violation of the USMCA trade 

agreement signed in 2018.   

○  During the meeting, AMLO brought up the possibility of the U.S. loosening 

immigration restrictions in order to address the labor shortage.  

● An American diplomat stated that the U.S. could attempt to persuade China and Russia to 

help pressure Iran to return to the negotiating table if it is unable to secure a nuclear 

agreement with Tehran. 

● The Congressional Budget Office estimates that the social spending bill will add $160 

billion to the budget deficit. The estimate contradicts the White House’s claim that the 

social spending bill is deficit neutral. This discrepancy has been attributed to differing 

projections in the amount of revenue the IRS will generate with increased enforcement. 

The White House estimates that the IRS will generate $400 million, while the CBO 

estimates the agency enforcement would increase revenue by $207 million.  

○ The CBO also reported that the four-week paid family and medical leave would 

cost $205.5 billion. 

○ Additionally, the CBO estimates that the lower prescription drug pricing in the 

spending bill will lead to a $160 million decrease in the budget deficit. 

○ That being said, moderate Democrats appear to be ready to back the spending bill.  

● The Texas electric grid is not prepared to deal with another severe winter storm as it did 

in February, according to the North American Electric Reliability Corp (NERC). If the 

state is hit with another severe winter storm, it could lead to disruptions in natural gas 

pipelines and power stations. 

● Atlanta Federal Reserve President Raphael Bostic, a noted dove, stated he would like the 

Federal Reserve to start raising rates next summer. He believes that by that time, jobs 

should have returned to their pre-pandemic levels. 

China:   

● President Biden is considering a partial boycott of the Winter Olympics in Beijing. It 

would mean the U.S. would not send government diplomats to the event.  

● Chinese stocks dipped on Thursday after e-commerce company Alibaba (BABA, 

$143.60) warned of a drop in sales due to a projected slowdown in consumer spending in 

China. 

● China has agreed to sell some of its reserves to help offset the rise in natural gas and oil 

prices. The U.S. is expected to follow suit.  

● Prior to the meeting between Xi and Biden, China and the U.S. exchanged good faith 

offerings. China allowed an American to leave the country, and the U.S. freed seven 

https://www.wsj.com/articles/electric-vehicle-spat-looms-over-bidens-meeting-with-canadian-mexican-leaders-11637236801
https://www.wsj.com/articles/electric-vehicle-spat-looms-over-bidens-meeting-with-canadian-mexican-leaders-11637236801
https://www.bloomberg.com/news/articles/2021-11-18/mexico-s-amlo-tells-biden-to-curb-imports-ease-up-on-migrants?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-11-18/mexico-s-amlo-tells-biden-to-curb-imports-ease-up-on-migrants?sref=uIvt3NFS
https://www.reuters.com/business/energy/unspoken-us-aim-iran-nuclear-talks-may-be-winning-chinese-russian-support-2021-11-18/
https://www.reuters.com/business/energy/unspoken-us-aim-iran-nuclear-talks-may-be-winning-chinese-russian-support-2021-11-18/
https://www.nytimes.com/2021/11/18/us/politics/cbo-biden-spending-bill.html
https://www.nytimes.com/2021/11/18/us/politics/cbo-biden-spending-bill.html
https://twitter.com/USCBO/status/1461449866966708224?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Etweet
https://www.cbo.gov/publication/57626
https://www.cbo.gov/publication/57626
https://www.nytimes.com/2021/11/18/us/politics/cbo-biden-spending-bill.html
https://www.usnews.com/news/us/articles/2021-11-18/texas-electric-grid-still-not-ready-for-extreme-winter-weather-nerc
https://wtvbam.com/2021/11/18/feds-bostic-could-start-normalizing-interest-rates-next-summer/
https://www.bloomberg.com/?sref=uIvt3NFS
https://www.ft.com/content/15adadee-c6fa-4665-97ad-1ec8477de4b4
https://www.reuters.com/markets/commodities/asias-spot-crude-market-peaks-possible-oil-reserve-release-2021-11-19/
https://www.wsj.com/articles/china-lifted-exit-ban-on-u-s-citizen-before-biden-xi-talks-11637276069?mod=hp_listb_pos2
https://www.wsj.com/articles/china-lifted-exit-ban-on-u-s-citizen-before-biden-xi-talks-11637276069?mod=hp_listb_pos2
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Chinese nationals. The gestures from both sides provide further evidence of de-

escalation. However, countries in the Indo-Pacific are still wary of a thaw in tensions 

between the U.S. and China.  

● Former Secretary of State and Democratic Presidential candidate Hilary Clinton stated 

the U.S. should cooperate with China on some issues and avoid an aggressive buildup of 

military forces. Her comments reflect the growing trepidation among the political 

establishment regarding the ongoing tension between the U.S. and China. We suspect that 

her views could be a sign that there is a growing rift within the White House as to how to 

deal with an increasingly assertive China.  

● The People’s Bank of China has warned financial institutions about taking one-sided bets 

against the yuan. The currency has strengthened significantly versus the dollar since the 

start of the pandemic and is now approaching a three-year high. If this persists, the 

currency could make Chinese goods less competitive, and therefore, hurt the country's 

exports. In the past, China has directly intervened in currency markets when the yuan has 

gotten too strong. However, this time around, such intervention could risk the possibility 

of reigniting trade tensions with the U.S. 

 

International news:   

● The Belarusian government has removed immigrants along its border with Poland to the 

relief of Brussels. Although the crisis is far from over, the move suggests Belarus has 

backed down in its standoff with the EU.    

https://www.scmp.com/news/china/diplomacy/article/3156575/xi-biden-summit-upbeat-tone-not-enough-ease-southeast-asias?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/news/china/diplomacy/article/3156575/xi-biden-summit-upbeat-tone-not-enough-ease-southeast-asias?module=lead_hero_story&pgtype=homepage
https://www.bloomberg.com/news/articles/2021-11-19/hillary-clinton-predicts-some-changes-to-u-s-s-china-tariffs?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-11-19/pboc-urges-to-manage-currency-risks-after-yuan-hits-6-year-high?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-11-19/pboc-urges-to-manage-currency-risks-after-yuan-hits-6-year-high?sref=uIvt3NFS
https://www.cnn.com/2018/10/26/investing/china-currency-rmb-yuan/index.html
https://www.nytimes.com/live/2021/11/18/world/belarus-poland-border-migrants
https://www.aljazeera.com/news/2021/11/19/poland-reports-more-belarus-border-crossing-attempts
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● Turkey’s central bank has cut rates in the face of rising inflation. The bank said the rise in 

price levels is due to issues outside of the government’s control. The decision to cut rates 

led to a sell-off in the Turkish lira, as investors have expressed wariness of the currency’s 

legitimacy.  

● Russia has decided to send some of its diesel to the U.S. Although this is welcome news 

to President Biden, it may be a slight toward neighboring Europe, which is also 

struggling to meet its diesel needs.  

● The Japanese government approved a $490 billion stimulus package as the country looks 

to address economic inequality and domestic supply chain issues. The stimulus package 

accounts for 10% of the country’s GDP and is expected to boost domestic output by 

5.6%. 

● The U.S. learned that China was developing a military facility at a port in the United 

Arab Emirates and warned the Emirates government that China’s presence could hinder 

ties.  

COVID-19:  The number of reported cases is 256,232,609, with 5,135,360 fatalities.  In the 

U.S., there are 47,532,795 confirmed cases with 768,703 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 561,149,025 doses of the vaccine 

have been distributed, with 446,250,342 doses injected.  The number receiving at least one dose 

is 228,570,531, the number of second doses is 195,713,107, and the number of the third dose, the 

highest level of immunity, is 32,469,881. The FT has a page on global vaccine distribution.   

● A new study suggests that the first known case of the COVID-19 may have come from a 

vendor in a Wuhan market. 

● India has imposed an export ban on syringes as the country tries to implement its vaccine 

program to combat the spread of COVID-19.  

● The U.S. will look to purchase $5.3 billion worth of COVID-19 pills from Pfizer (PFE, 

51.41).  

● Austria will enter a national lockdown on Monday, while Germany’s health minister 

stated he would not rule out a lockdown. 

U.S. Economic Releases  

 

There have been no major U.S. economic releases so far today.  The table below lists the 

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

 

EST Speaker or event

10:45 Christopher Waller Discusses the Economic Outlook

12:15 Richard Clarida Speaks at "Fed Listens" Event

Economic Releases

 No economic releases today

Fed Speakers or Events

District or position

Vice Chairman of the Board of Governors

Member of the Board of Governors

 

https://www.ft.com/content/2db0434d-2851-4485-850d-06cfca32ff22
https://www.bloomberg.com/news/articles/2021-11-18/russian-fleet-heading-to-new-york-may-help-ease-diesel-pain?sref=uIvt3NFS
https://www.nytimes.com/live/2021/11/19/business/news-business-stock-market
https://www.wsj.com/articles/us-china-uae-military-11637274224
https://www.wsj.com/articles/us-china-uae-military-11637274224
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.nytimes.com/2021/11/18/health/covid-wuhan-market-lab-leak.html
https://www.nytimes.com/2021/11/18/health/covid-wuhan-market-lab-leak.html
https://www.nytimes.com/2021/11/18/world/asia/covid-syringes-india.html
https://www.reuters.com/business/healthcare-pharmaceuticals/us-govt-buy-10-mln-courses-pfizers-covid-19-pill-529-bln-2021-11-18/
https://www.bbc.com/news/world-europe-59343650
https://www.reuters.com/markets/stocks/germany-not-ruling-out-lockdown-even-vaccinated-2021-11-19/


 

 

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

www.confluenceinvestment.com 

 5 

Foreign Economic News 
 

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

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

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

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

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

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

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

Red indicates a concerning development, yellow indicates an emerging trend that we are 

following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 

 
Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan National CPI y/y Oct 0.1% 0.2% 0.2% *** Equity and bond neutral

National CPI Ex-Fresh Food y/y Oct 0.1% 0.1% 0.1% ** Equity and bond neutral

National CPI Ex-Fresh Food, Energy y/y Oct -0.7% -0.5% -0.7% * Equity and bond neutral

New Zealand Credit Card Spending y/y Oct -5.6% -12.8% ** Equity bullish, bond bearish

South Korea PPI y/y Oct 8.9% 7.6% ** Equity and bond bearish

EUROPE

Germany PPI y/y Oct 18.4% 14.2% 16.2% ** Equity and bond bearish

Italy Industrial Sales WDA y/y Sep 15.2% 12.4% * Equity bullish, bond bearish

UK Retail Sales y/y Oct -1.3% -0.6% -1.9% ** Equity bullish, bond bearish

Retail Sales Ex-Auto Fuel y/y Sep -1.9% -1.9% -2.8% ** Equity bullish, bond bearish

Public Sector Net Borrowing (PSNB) m/m Oct 18.0b 19.9b 12.4b * Equity and bond neutral

PSNB Ex-Banking Groups m/m Oct 18.8b 20.7b 14.0b ** Equity and bond neutral

AMERICAS

Canada Retail Sales m/m Sep -0.6% 2.1% -1.7% ** Equity bullish, bond bearish

Retail Sales Ex-Autos m/m Sep -0.2% 2.8% -1.0% ** Equity bullish, bond bearish  
 

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) 5 6 -1 Neutral

TED spread (bps) 11 10 1 Neutral

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

10-yr T-note (%) 1.53 1.59 -0.06 Down

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

EUR/USD 3-mo swap (bps) 26 24 2 Down

Currencies Direction

dollar Up Neutral

euro Down Up

yen Up Neutral

pound Down Neutral

franc Down Neutral  
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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 $78.57 $81.24 -3.29%

WTI $76.49 $79.01 -3.19%  

Natural Gas $4.97 $4.90 1.41%  

Crack Spread $17.66 $18.74 -5.75%

12-mo strip crack $19.33 $20.23 -4.47%

Ethanol rack $3.70 $3.63 1.90%

Gold $1,863.01 $1,858.94 0.22%

Silver $24.78 $24.80 -0.10%

Copper contract $434.00 $430.50 0.81%

Corn contract $574.50 $579.25 -0.82%

Wheat contract $825.25 $830.75 -0.66%

Soybeans contract $1,261.00 $1,265.25 -0.34%

Baltic Dry Freight 2,454            2,430            24

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) 26.0 24.0 2.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

western half of the country, with cooler-than-normal temperatures along the East Coast.  The 

forecasts call for wet conditions in the Pacific Northwest, the Deep South, and on the East Coast, 

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.  



 

 

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

www.confluenceinvestment.com 

 7 

Data Section 
 

U.S. Equity Markets – (as of 11/18/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Consumer Staples
Utilities

Communication Services
Healthcare
Industrials
Materials
S&P 500

Consumer Discretionary
Technology
Real Estate

Financials
Energy

YTD Total Return

-1.0% 0.0% 1.0% 2.0%

Communication Services

Energy

Utilities

Financials

Materials

Consumer Staples

Industrials

Real Estate

Healthcare

S&P 500

Technology

Consumer Discretionary

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 11/18/2021 close) 

 

-20.0% 0.0% 20.0% 40.0%

US Government Bond

US Corporate Bond

Cash

Emerging Markets ($)

Emerging Markets (local currency)

US High Yield

Foreign Developed ($)

Small Cap

Value

Foreign Developed (local currency)

Mid Cap

Large Cap

Commodities

Growth

Real Estate

YTD Asset Class Total Return

Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily.  The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

November 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. 


