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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 23, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is down 0.8% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 1.2%. Chinese markets were mixed, with the Shanghai Composite up 0.2% from its 

prior close and the Shenzhen Composite down 0.2%.  U.S. equity index futures are signaling a 

flat open.  With 475 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 (11/22/2021): “The Geopolitics of the Strategic Petroleum 

Reserves” 

• 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. 

 

N.B.: HOLIDAY SCHEDULE➔ The Daily Comment will go on hiatus after Tuesday’s 

report and will return on Monday, November 29.  A Weekly Geopolitical Report was 

published yesterday, and the next report will be available on December 6.  There will be no 

Asset Allocation Weekly report or podcast this Friday; it will return next week on December 

3.  There won’t be a Weekly Energy Update either; it will return a week from Thursday on 

December 2.  From all of us at Confluence Investment Management, have a great 

Thanksgiving.   

 

In today’s Comment, we open with international news, including an unexpectedly good print for 

Eurozone economic activity and increasing tensions over the Russian troop buildup around 

Ukraine.  We also review new developments in key commodity markets before turning to U.S. 

developments.  We close with the latest news on the coronavirus pandemic. 

 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_11_22_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_nov_18_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Nov_19_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
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Eurozone:  IHS Markit said its “flash” composite purchasing managers’ index for the Eurozone 

unexpectedly increased to 55.8 in November compared with 54.2 in October.  The data suggest 

the Eurozone economy is weathering the latest resurgence in the coronavirus pandemic and 

rising inflation, at least for now.  The data also contains some tantalizing hints that supply-chain 

disruptions may be easing somewhat in Europe.  The chart below shows the IHS Markit 

composite, manufacturing, and services PMIs over the last two years. 

 

 
 

Russia-Ukraine:  Responding to a series of briefings U.S. intelligence officials have given to 

European allies in order to explain why they think Russia may be preparing to invade Ukraine, 

the Kremlin said Russian forces were merely conducting routine exercises and other necessary 

drills and that they aren’t threatening anyone.  The statement also suggested the U.S. warnings 

could be a ruse intended to cover up what it described as Ukrainian leadership's aggressive 

intentions.  In contrast, Ukraine’s intelligence chief said Russia could launch an attack by late 

January or early February. 

• Previously, Russia’s main “red line” regarding Ukraine was that it might be allowed to 

join the North Atlantic Treaty Organization (NATO).  More recently, President Putin has 

become concerned about NATO countries providing advanced weaponry and training to 

Ukraine, so he has begun to consider such ties as a red line as well. 

• In a briefing to European allies last week, U.S. Director of National Intelligence Haines 

provided updated information on Russian troop movements, a growing disinformation 

campaign against Ukraine and the EU, and details on an unprecedented unofficial call-up 

of Russian reservists. 

• Without a doubt, a Russian attack on Ukraine would be extremely destabilizing for 

Europe and would likely spark a major geopolitical crisis.  In such an environment, risk 

assets would likely turn very volatile, while investors would likely flood into safe-haven 

assets such as Treasury obligations and precious metals. 

• In what may be an economic vote of support, the IMF yesterday approved a long-delayed 

$700 million disbursement to Ukraine to support economic recovery and structural 

https://www.ft.com/content/d4417051-431a-4d10-ad83-b0a51a62ca7d
https://www.wsj.com/articles/supply-woes-start-to-ease-in-europe-but-businesses-costs-surge-11637670072
https://www.wsj.com/articles/supply-woes-start-to-ease-in-europe-but-businesses-costs-surge-11637670072
https://www.wsj.com/articles/russia-rebuts-growing-u-s-warnings-of-attack-on-ukraine-11637605543?mod=hp_listb_pos2
https://www.wsj.com/articles/russia-rebuts-growing-u-s-warnings-of-attack-on-ukraine-11637605543?mod=hp_listb_pos2
https://link.defensenews.com/click/25801598.98872/aHR0cHM6Ly93d3cuc3RyaXBlcy5jb20vdGhlYXRlcnMvZXVyb3BlLzIwMjEtMTEtMjIvcnVzc2lhLXJlamVjdHMtdXMtY29uY2VybnMtdWtyYWluZS1zbW9rZXNjcmVlbi0zNzE1ODczLmh0bWw/60ef3fa32ee49240db5a9693Bbef0650c
https://link.defensenews.com/click/25801598.98872/aHR0cHM6Ly93d3cuc3RyaXBlcy5jb20vdGhlYXRlcnMvZXVyb3BlLzIwMjEtMTEtMjIvcnVzc2lhLXJlamVjdHMtdXMtY29uY2VybnMtdWtyYWluZS1zbW9rZXNjcmVlbi0zNzE1ODczLmh0bWw/60ef3fa32ee49240db5a9693Bbef0650c
https://www.militarytimes.com/flashpoints/2021/11/20/russia-preparing-to-attack-ukraine-by-late-january-ukraine-defense-intelligence-agency-chief/?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2011.22.2021&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.militarytimes.com/flashpoints/2021/11/20/russia-preparing-to-attack-ukraine-by-late-january-ukraine-defense-intelligence-agency-chief/?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2011.22.2021&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.ft.com/content/f7f90eb3-01ef-4cf3-9bae-9f94ea8133ce
https://www.ft.com/content/f7f90eb3-01ef-4cf3-9bae-9f94ea8133ce
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reforms.  The new funds mark the second tranche of a $5 billion program agreed to in the 

spring of 2020. It follows a $2.7 billion IMF allocation of special drawing rights to 

Ukraine this summer, as well as €600 million in EU financing provided last month. 

 

Turkey:  The Turkish lira is in yet another free fall today, following a fiery speech in which 

President Erdogan praised the central bank’s recent interest-rate cuts and vowed to continue his 

unorthodox economic policies.  So far today, the currency has dropped some 9%, surpassing the 

psychologically important level of 12 to the U.S. dollar and bringing the total decline in 2021 to 

more than 40%. 

 

Pakistan:  Central bank Governor Baqir has warned that emerging markets are vulnerable to a 

taper tantrum-style shock if advanced economies do not act sooner to manage rising global 

inflation.  According to Baqir, the risk is that central banks in the major developed countries 

might have to jack up interest rates sharply if they let inflation get out of hand, in which case 

investors would likely dump their holdings of emerging-market assets. 

 

Global Oil Market:  The U.S., the U.K., Japan, South Korea, China, and India today are 

planning to release tens of millions of barrels of oil from their strategic reserves in an effort to 

bring down surging energy prices.  However, the rare, coordinated release is widely seen as mere 

political messaging since the total volume released is likely to be too small to have any lasting 

impact on the market. 

 

North American Lumber Market:  North American lumber prices are again surging, this time 

in response to major flooding in the Canadian province of British Columbia.  The flooding has 

washed out roads and bridges, caused landslides, and cut off rail lines, leaving the province’s 

large lumber producers isolated from both their forest supplies and their customers. 

 

U.S. Monetary Policy:  As widely expected, several key Republican senators voiced their 

support for President Biden’s nomination of Federal Reserve Chair Powell for a second term.  

Since most Democrats in the Senate are also expected to support Powell, the Fed chief appears 

on track to keep control of U.S. monetary policy in the coming years. 

• As we noted yesterday, Biden also nominated Fed Governor Brainard to be Vice Chair.  

Biden also has two additional open spots on the board to fill, including the Vice Chair for 

Supervision. 

• Continuation of Powell’s dovish stance was initially greeted warmly by the financial 

markets yesterday.  Although, the euphoria eventually evaporated, and risk markets 

closed lower, apparently reflecting some investors were pricing in a Brainard nomination 

for the chair and even looser policy ahead. 

• More broadly, a new report by Moody’s shows that in response to long years of low-

interest rates, U.S. life insurers have increasingly turned to riskier, less-liquid, but higher-

yielding assets to meet their obligations to policyholders. 

 

COVID-19:  Official data show confirmed cases have risen to 258,400,173 worldwide, with 

5,162,970 deaths.  In the United States, confirmed cases rose to 47,889,750, with 772,412 deaths.  

Vaccine doses delivered in the U.S. now total 566,766,665, while the number of people who 

https://www.ft.com/content/42c4a40c-8aec-4aee-94dc-dba5208a12f9
https://www.ft.com/content/7c34058e-76d1-439c-ad9b-9345ef45e27c
https://www.ft.com/content/7c34058e-76d1-439c-ad9b-9345ef45e27c
https://www.ft.com/content/7c34058e-76d1-439c-ad9b-9345ef45e27c
https://www.wsj.com/articles/u-s-several-other-countries-to-tap-strategic-oil-reserve-11637669762?mod=hp_lead_pos1
https://www.wsj.com/articles/british-columbia-flood-lifts-lumber-prices-11637668802?mod=hp_lead_pos10
https://www.wsj.com/articles/british-columbia-flood-lifts-lumber-prices-11637668802?mod=hp_lead_pos10
https://www.wsj.com/articles/jerome-powell-nomination-for-second-fed-term-draws-bipartisan-support-11637605658
https://www.wsj.com/articles/jerome-powell-nomination-for-second-fed-term-draws-bipartisan-support-11637605658
https://www.wsj.com/articles/bidens-chance-to-remake-the-federal-reserves-board-of-governors-11637596113
https://www.wsj.com/articles/bidens-chance-to-remake-the-federal-reserves-board-of-governors-11637596113
https://www.wsj.com/articles/life-insurers-use-riskier-assets-to-back-consumers-policies-11637663580?mod=hp_lead_pos4
https://www.wsj.com/articles/life-insurers-use-riskier-assets-to-back-consumers-policies-11637663580?mod=hp_lead_pos4
https://www.nytimes.com/live/2021/11/23/world/covid-vaccine-boosters-mandates
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
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have received at least their first shot totals 230,732,565.  Finally, here is the interactive chart 

from the Financial Times that allows you to compare cases and deaths among countries, scaled 

by population.   

 

Virology 

• According to the latest CDC data, 69.5% of the U.S. population has now received at least 

one dose of a vaccine, and 59.2% of the population is fully vaccinated. 

• According to an administration official, about 95% of federal employees received their 

first vaccination shot or had a pending or approved exception by yesterday’s deadline set 

by President Biden for federal employees to get vaccinated. 

• Amid the resurgent infection rates in Europe, Russia has reported four straight days of 

near-record COVID-19 fatalities.  Seeking to encourage more vaccinations amid the 

carnage, President Putin said he received a booster shot. 

• In contrast with the situation in Europe, new cases and deaths in Japan are at their lowest 

levels since early in the pandemic. 

o On Monday, the number of new COVID-19 infections confirmed in Japan totaled 

50, the lowest daily figure for 2021 and the first time the number hit 50 or lower 

since June 22, 2020. 

o Across the country, two new deaths linked to COVID-19 were reported, while the 

number of severely ill coronavirus patients increased by one from the previous 

day to 63. 

 

Economic and Financial Market Impacts 

• Among the many industries upended by the pandemic, wedding businesses have been 

some of the most impacted.  In Japan, two new surveys show nearly 60% of newlyweds 

did not hold wedding ceremonies amid the coronavirus pandemic, and for those who did, 

the event was considerably scaled down.  However, because couples could not hold 

wedding ceremonies, they spent more on other things, such as wedding rings and 

furniture for their new homes. 

 

U.S. Economic Releases  

 

There were no economic releases prior to the publication of this report. The table below lists the 

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

 

EST Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Nov 59.1 58.4 **

9:45 Markit US Services PMI m/m Nov 59.0 58.7 ***

9:45 Markit US Composite PMI m/m Nov 57.6 **

10:00 Richmond Fed Manufact. Index m/m Nov 11 12 **

Economic Releases

Fed Speakers or Events

No Fed speakers or events today  
Foreign Economic News 
 

https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/articles/biden-vaccine-mandate-federal-employees-11637604040?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/biden-vaccine-mandate-federal-employees-11637604040?mod=lead_feature_below_a_pos1
https://www.rferl.org/a/russia-covid-deaths-record-high/31571777.html
https://www.rferl.org/a/russia-covid-deaths-record-high/31571777.html
https://www.rferl.org/a/russia-putin-vaccine-booster-/31572600.html
https://www.japantimes.co.jp/news/2021/11/23/national/japan-coronavirus-november23/
https://www.japantimes.co.jp/news/2021/11/23/national/japan-coronavirus-november23/
https://www.japantimes.co.jp/news/2021/11/23/national/no-weddings-covid-japan/
https://www.japantimes.co.jp/news/2021/11/23/national/no-weddings-covid-japan/
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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

Australia Markit Australia PMI Services m/m Nov 55.0 51.8 ** Equity bullish, bond bearish

Markit Australia PMI Composite m/m Nov 55.0 52.1 ** Equity bullish, bond bearish

Markit Australia PMI Mfg m/m Nov 58.5 58.2 ** Equity bullish, bond bearish

ANZ Roy Morgan Consumer Confidence W 21-Nov 107.4 106.0 ** Equity and bond neutral

New Zealand Retail Sales Ex Inflation q/q 3Q -8.1% 3.3% -10.5% ** Equity and bond neutral

South Korea Consumer Confidence m/m Nov 107.6 106.8 ** Equity and bond neutral

South Korea Household Credit q/q 3Q KR1844.9t KR1805.9t ** Equity and bond neutral

EUROPE

Eurozone Markit Eurozone Manufacturing PMI m/m Nov 58.6 58.3 57.4 ** Equity bullish, bond bearish

Markit Eurozone Services PMI m/m Nov 56.6 54.6 53.5 ** Equity bullish, bond bearish

Markit Eurozone Composite PMI m/m Nov 55.8 54.2 53.0 ** Equity bullish, bond bearish

France Markit France Manufacturing PMI m/m Nov 54.6 53.6 53.1 ** Equity bullish, bond bearish

Markit France Services PMI m/m Nov 58.2 56.6 55.5 ** Equity bullish, bond bearish

Markit France Composite PMI m/m Nov 56.3 54.7 53.9 ** Equity bullish, bond bearish

Germany Markit/BME Germany Manufacturing PMI m/m Nov 57.6 57.8 56.9 ** Equity bullish, bond bearish

Markit Germany Services PMI m/m Nov 53.4 52.4 51.5 ** Equity bullish, bond bearish

Markit/BME Germany Composite PMI m/m Nov 52.8 52.0 51.0 ** Equity bullish, bond bearish

UK Markit UK PMI Manufacturing SA m/m Nov 58.2 57.8 57.3 ** Equity bullish, bond bearish

Markit/CIPS UK Services PMI m/m Nov 58.6 59.1 58.5 ** Equity and bond neutral

Markit/CIPS UK Composite PMI m/m Nov 57.7 57.8 57.5 ** Equity and bond neutral

AMERICAS

Brazil Trade Balance Weekly w/w 21-Nov -$819m $278m ** Equity and bond neutral

FGV CPI IPC-S w/w 22-Nov 0.96% 0.85% 0.84% ** Equity and bond neutral

Mexico Retail Sales y/y Sep 5.9% 7.2% 5.9% ** 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. 
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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) 13 11 2 Neutral

U.S. Libor/OIS spread (bps) 9 9 0 Down

10-yr T-note (%) 1.63 1.63 0.00 Down

Euribor/OIS spread (bps) -56 -56 0 Neutral

EUR/USD 3-mo swap (bps) 33 31 2 Down

Currencies Direction

dollar Down Neutral

euro Up Up

yen Up Neutral

pound Down Neutral

franc Flat Neutral  
 

Commodity Markets 

 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 

 
Price Prior Change Explanation

Brent $78.96 $79.70 -0.93%

WTI $75.75 $76.75 -1.30%  

Natural Gas $4.99 $4.79 4.16%  

Crack Spread $17.33 $17.44 -0.66%

12-mo strip crack $19.44 $19.66 -1.09%

Ethanol rack $3.67 $3.68 -0.26%

Gold $1,796.55 $1,804.65 -0.45%

Silver $23.85 $24.18 -1.36%

Copper contract $442.50 $439.65 0.65%

Corn contract $581.50 $584.25 -0.47%

Wheat contract $856.25 $857.50 -0.15%

Soybeans contract $1,268.00 $1,274.25 -0.49%

Baltic Dry Freight 2,645            2,552            93

Actual Expected Difference

Crude (mb) -1.8

Gasoline (mb) -0.40

Distillates (mb) -1.1

Refinery run rates (%) 0.45%

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 cool-to-normal temperatures along the East Coast.  The 

forecasts call for wet conditions in the Pacific Northwest and the Rockies, with dry conditions 

for the rest of the country.  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 11/22/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Consumer Staples
Utilities

Communication Services
Healthcare
Industrials
Materials
S&P 500

Real Estate
Technology

Consumer Discretionary
Financials

Energy
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-2.0% -1.0% 0.0% 1.0% 2.0%

Communication Services

Technology

Real Estate

Healthcare

S&P 500

Consumer Discretionary

Materials

Industrials

Utilities

Consumer Staples

Financials

Energy

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 11/22/2021 close) 

 

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

US Government Bond

US Corporate Bond

Emerging Markets ($)

Cash

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. 


