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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 29, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is up 1.1% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 0.4%. Chinese markets were mixed, with the Shanghai Composite relatively 

unchanged from its prior close and the Shenzhen Composite up 0.4%.  U.S. equity index futures 

are signaling a higher open.  With 487 companies having reported, the S&P 500 Q3 2021 

earnings stand at $54.10, 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. 

 

Good morning and happy Monday!  Risk markets are higher after a rough day on Friday.  It’s a 

big week for Fed speakers, with Chair Powell speaking to Congress tomorrow on pandemic 

policy.  We expect Powell will get lots of questions on inflation today as well.  Vice-Chair 

Clarida and Gov. Bowman also speak tomorrow.  Atlanta FRB President Bostic talks on 

Thursday, along with Gov. Quarles, San Francisco FRB President Daly, and Richmond FRB 

President Barkin.  Financial markets are trying to project the path of monetary policy, so this 

week will offer us some clues.   

 

Our coverage begins with comments on Friday’s market action, along with some preliminary 

discussion of the Omicron variant.  Our pandemic coverage comes next, followed by economics 

and policy.  We then discuss China news and close with an international news recap. 

 

 

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/
https://www.wsj.com/articles/global-stock-markets-dow-update-11-29-2021-11638169716?st=okl8d2c5nrdozdn&reflink=desktopwebshare_permalink
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More like red Friday:  On Friday, news of a new COVID-19 variant sent risk assets tumbling.  

Oil prices fell over 12%, and the major equity indices fell over 2%.  The news of this variant, 

dubbed Omicron, is bad, but for now, we don’t really know how bad.  South African researchers 

were able to identify the new strain early; the thing about early warnings is that the earlier you 

get them, the less you know.  The number of mutations to the spike protein of the B1.1.529 

variant raises the risk that it will be able to evade current immune defenses.  But we don’t know 

if this new variant is more lethal than the current versions.  It appears that it spreads more easily 

but early indications hint that this variant may not be as potent, although we warn this is 

anecdotal evidence.  One complicating factor is that South Africa has a young population, so the 

lethality may be skewed by this factor.  Simply put, we don’t know what exactly we are dealing 

with quite yet. 

 

South Africa’s reward for providing an early warning was to be hit with travel restrictions.  

Although that response makes sense, it may discourage nations in the future from disclosing the 

information.  There are concerns that if this new variant leads to breakthrough infections and is 

more lethal, it may be hard to reimplement social restrictions.   

 

At the same time, Friday’s market reaction looks a bit severe, most likely due to a combination 

of bad news colliding with thin, holiday market conditions.  Once trading stops are high in a 

falling market, it will tend to build on itself.  Risk markets are recovering this morning, but we 

are still well off from Wednesday’s level.  We would expect markets to trend higher in the 

aftermath of the selloff. 
 

COVID-19:  The number of reported cases is 261,629,689 with 5,202,472 fatalities.  In the U.S., 

there are 48,234,746 confirmed cases with 776,647 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 572,190,175 doses of the vaccine have 

been distributed with 454,447,737 doses injected.  The number receiving at least one dose is 

231,367,686, while the number receiving second doses, which would grant the highest level of 

immunity, is 196,188,756.  For the population older than 18, 70.9% of the population has been 

fully vaccinated, with 59.1% of the entire population fully vaccinated.  The FT has a page on 

global vaccine distribution.    

• After South Africa announced the Omicron variant, it appears to be spreading rapidly, 

with Canada, Australia, and EU nations reporting cases of the variant.    

• Vaccine makers are rushing to see if the current vaccines are effective, and, if not, 

moving to create new boosters.   

• Those with knowledge of the Greek alphabet would note that the WHO skipped a couple 

of letters.  When news broke on the variant, wags were already doing a “who’s on first” 

with Nu, which was the next letter in line.  The WHO also skipped the next letter, Xi, 

likely worried about offending the leader of the CPC.   

• One of the public policy debates is whether vaccines or infections offer a better immune 

response.  Early studies suggested that vaccines were better; however, with other 

infectious diseases, the immune response from the infection tends to grow over time.  

https://apnews.com/article/coronavirus-new-variant-omicron-explainer-116ef818ac4a8e7bc23bb28d6511ecad
https://www.wsj.com/articles/omicron-coronavirus-variant-raises-questions-among-scientists-11637954249?st=gx3wbyu5fom06hy&reflink=desktopwebshare_permalink
https://www.ft.com/content/42c5ff3d-e676-4076-9b9f-7243a00cba5e?emailId=61a4620333291400040e9a43&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.telegraph.co.uk/global-health/science-and-disease/south-african-doctor-raised-alarm-omicron-variant-says-symptoms/
https://www.bnnbloomberg.ca/omicron-pretty-mild-so-far-south-african-health-expert-says-1.1688159
https://www.wsj.com/articles/israel-closes-border-to-foreigners-as-more-countries-report-omicron-variant-11638105344?st=9uzmqsg8mckhttj&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/companies-see-omicron-variant-as-latest-unknown-in-a-pandemic-full-of-shocks-11638108025?st=wmus5xrl3gp21ew&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/11/28/world/covid-omicron-variant-news?action=click&block=storyline_menu_recirc&campaign_id=51&emc=edit_mbe_20211129&instance_id=46500&is_new=false&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=TOP_BANNER&segment_id=75573&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3&variant=1_Show
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
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/viewer.html?pdfurl=https%3A%2F%2Fwww.ecdc.europa.eu%2Fsites%2Fdefault%2Ffiles%2Fdocuments%2FImplications-emergence-spread-SARS-CoV-2%2520B.1.1.529-variant-concern-Omicron-for-the-EU-EEA-Nov2021.pdf%3Futm_source%3DPOLITICO.EU%26utm_campaign%3D76467a5e20-EMAIL_CAMPAIGN_2021_11_29_05_39%26utm_medium%3Demail%26utm_term%3D0_10959edeb5-76467a5e20-190334489&clen=258490&chunk=true
https://www.nytimes.com/interactive/2021/health/coronavirus-variant-tracker.html?campaign_id=51&emc=edit_mbe_20211129&instance_id=46500&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=75573&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.cnbc.com/2021/11/26/pfizer-biontech-investigating-new-covid-variant-jj-testing-vaccine-against-it.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/covid-19-vaccine-makers-assess-omicron-response-11638138404?st=4eqrrt24p07ot1q&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/11/28/world/asia/omicron-variant-name-covid.html
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New studies suggest that may be happening with COVID-19 as well.  If so, it may mean 

we are closer to herd immunity than previously thought.   

• Merck’s (MRK, USD, 79.16) antiviral treatment, molnupiravir, isn’t as effective as early 

test results suggested.   

• Hospitals are preparing to lose staff over the vaccine mandates.   

 

Economics and policy:  The economy is roaring, and port conditions are improving. 

• Although we have been getting questions about “stagflation,” the current state of the 

economy might be better described as “growthflation.”  Inflation is clearly rising.  

Although Q3 GDP was soft, the Q4 data are suggesting a stunning rebound. 

 
 

The Atlanta FRB’s GDPNow forecast, which plots the path of GDP for the current 

quarter based on the flow of economic data, is projecting a growth rate of 8.6%.  

Although we think the FOMC will move slowly to raise rates (and the Omicron variant 

will likely support that point), if the Fed wanted to raise rates, there is enough economic 

growth to support tighter policy…at least for now.   

• There is better news on the port snarls.  Wait times for containers are declining, 

suggesting that there is some improvement at the ports.  Empty containers are being 

removed by “sweeper ships,” which are freeing up space on the docks to move full 

containers into port.  Although the ports are still backed up, progress is being made.   

• December will be a busy month for legislators.  The debt ceiling, the defense bill, and the 

budget are all on the docket.  We suspect that the Build Back Better program gets delayed 

into next year.   

https://www.wsj.com/articles/covid-19-vaccines-or-infections-which-carries-the-stronger-immunity-11638009002?st=9nj6qesgop8l30g&reflink=desktopwebshare_permalink
https://www.ft.com/content/5991288f-7e62-4de4-9d41-88285d29ee62
https://www.ft.com/content/5991288f-7e62-4de4-9d41-88285d29ee62
https://www.wsj.com/articles/some-hospitals-prepare-to-lose-staff-over-covid-19-vaccination-mandate-11638181800?st=tq7zu5tkgidhggv&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/consumer-spending-personal-income-inflation-october-2021-11637710533?st=fauni44gfft2tdi&reflink=desktopwebshare_permalink
https://www.axios.com/newsletters/axios-markets-ac8593f6-4278-4382-8877-28edd0c53b9f.html?chunk=4&utm_term=emshare#story4
https://www.washingtonpost.com/us-policy/2021/11/28/congress-shutdown-debt-ceiling-reconciliation/
https://www.wsj.com/articles/congress-ndaa-debt-ceiling-build-back-better-11637969610?st=3dd0azyzrl5dovu&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/congress-ndaa-debt-ceiling-build-back-better-11637969610?st=3dd0azyzrl5dovu&reflink=desktopwebshare_permalink
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• As we mentioned earlier, the West Coast dockworkers’ contract expires next summer.  

Talks will be starting soon.  We suspect that the only way a strike can be avoided is with 

significant pay increases.   

• Although the expansion of online shopping has changed “Black Friday” for good, stores 

did report increased traffic this year.  

• The old idea of rent caps is making a comeback.  While capping rents helps keep costs 

down for renters, it doesn’t do anything to boost units.  Zoning restrictions have tended to 

reduce apartment construction which is leading to higher rents.  Rent caps are not a good 

solution, but in the absence of aggressive apartment construction, it isn’t surprising that 

rent caps are returning.   
 

China news:  The U.S. is hinting at nuclear talks with Beijing, and the Commerce Department 

expands the Entity List. 

• The recent silo building activity and the hypersonic missile test have led Washington to 

consider nuclear talks with Beijing.  The U.S. and China don’t have the same level of 

nuclear protocols that the U.S. and Russia have, a holdover from the Cold War.  There is 

no “hot line” and China hasn’t been part of nuclear weapons talks.  Now that China is 

clearly embarking on building a more sophisticated nuclear arsenal, it would make sense 

to create some of the basic ground rules to avoid an accidental nuclear exchange. 

• At the same time, the U.S. is expanding its Entity List to Chinese companies working on 

quantum computing.  Twelve new companies were added to the list which restricts 

technology exports.   

• There is an underlying skepticism about China’s economic data.  In general, we find it 

useful to assume that any number with a hard target will likely be manipulated.  Thus, 

data that isn’t on Beijing’s radar can sometimes offer insights into China’s economy.  

China’s CO2 emissions unexpectedly fell in Q3, which probably reflects the downturn in 

the property sector.   

• There are reports that local governments are issuing “coal coupons,” which are ration 

cards that give the holder a certain amount of coal.  As coal prices rise, it may become 

difficult for households to purchase heating fuel on the open market.  The ration cards 

provide fuel at a set cost.  Coal coupons were common during the Mao era and reflect the 

degree of scarcity of heating fuels.  Basic economics suggests that such measures usually 

lead to shortages as companies dislike providing the product at below-market prices.   

• China has asked Didi (DIDI, USD, 7.88) to delist from U.S. markets so as to avoid 

disclosing sensitive data.   

• In a speech, a former government official suggested that tech companies should pay a tax 

when they trade their users’ personal data.  Huang Qifan, the former mayor of 

Chongqing, made the argument.  This disclosure may be a trial balloon to judge the 

firms’ reactions, but a data tax would be another tool in controlling Chinese tech firms.   
 

International roundup:  There were contested elections in Honduras over the weekend, and 

Ukraine warns of a coup. 

https://www.wsj.com/articles/labor-talks-to-start-in-2022-at-congested-west-coast-ports-11638104401?st=gg6xxlzifkmi2ju&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/black-friday-brought-shoppers-back-to-stores-11638111602?st=dehsdv4krpg7d61&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/black-friday-brought-shoppers-back-to-stores-11638111602?st=dehsdv4krpg7d61&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/11/26/renters-rent-control-523351
https://www.nytimes.com/2021/11/28/us/politics/china-nuclear-arms-race.html?smid=url-share
https://www.nytimes.com/2021/11/28/us/politics/china-nuclear-arms-race.html?smid=url-share
https://asia.nikkei.com/Politics/International-relations/US-China-tensions/U.S.-crackdown-targets-China-s-quantum-computing-navigation-tech
https://www.scmp.com/news/china/article/3157288/12-more-chinese-companies-are-placed-us-export-blacklist?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3157288
https://www.ft.com/content/f56528cc-ed4c-4e23-9494-40ef3c35603e
https://www.ft.com/content/f56528cc-ed4c-4e23-9494-40ef3c35603e
https://www.mining.com/web/return-of-mao-era-coal-coupons-show-chinas-crisis-isnt-over/
https://finance.yahoo.com/news/china-asks-didi-delist-u-022209153.html
https://asiatimes.com/2021/11/data-tax-could-be-next-blow-to-chinese-tech-giants/
https://asiatimes.com/2021/11/data-tax-could-be-next-blow-to-chinese-tech-giants/
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• Honduras held elections yesterday.  Early indications suggest the leftist candidate, 

Xiomara Castro, is ahead of Nasry Asfura.  Castro is the wife of former President Manuel 

Zelaya, who was ousted in a 2009 coup.  Asfura is the mayor of Tegucigalpa.  Castro and 

Asfura are trying to replace Juan Orlando Hernández, considered to be a drug trafficker 

by the U.S.  Pre-election polls suggest a tight race and it isn’t clear if either candidate will 

accept a loss.  With tensions running high, there are fears that unrest will follow the vote 

regardless of the outcome.  At the U.S. border, Hondurans are the second-most common 

nationality, so a surge in unrest would likely increase those trying to enter the U.S.   

• The president of Ukraine is accusing Moscow of fomenting a coup against his 

government.  President Zelensky claims to have uncovered a coup plot.   

• Last week, a new government was formed in Germany.  The FDP was awarded the 

finance ministry.  All eyes now are on who the government picks to run the Bundesbank.  

This person will represent Germany on the ECB.   

o Germany is boosting its minimum wage by 25%.  The wage covers about 5% of 

the workforce.   

• Germany has asked the U.S. Congress not to sanction the companies involved in the Nord 

Stream 2 pipeline.  We would be surprised of Congress complies.   

• Turkey has been facing significant financial stress as President Erdogan has interfered 

with the central bank to require easy monetary policy.  The central bank says that the 

financial system is still “strong.”  However, there are growing reports of “dollarization,” 

where Turks are scrambling to acquire and use USD in transactions and saving.   

• Iran and the U.S. are preparing to talk about restoring the 2015 nuclear deal.  We will be 

covering the progress in detail in our Weekly Energy Update report but suffice it to say 

that we have very little hope of full restoration of conditions.  Meanwhile, Israel and Iran 

are engaging in a cyberwar that is increasingly targeting non-military sectors.   

• Japan announced additional military spending to its already record defense budget for this 

year. 

 

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 Pending Home Sales m/m Oct 0.8% -2.3% **

9:45 Pending Home Sales NSA y/y Oct -7.2% **

9:45 Dallas Fed Manf. Activity m/m Nov 17.0 14.6 **

EST Speaker or event

15:00 John Williams gives opening remarks at NY Innovation Center President of the Federal Reserve Bank of New York

15:05 Jerome Powell Makes Opening Remarks at NY Innovation Event Chairman of Board of Governors of Federal Reserve

15:15 Naureen Hassan moderates panel introducing NY Innovation Ceenter New York Federal Reserve First Vice President

17:05 Michelle Bowman Discusses Central bank and Indigenous Economies

Economic Releases

Fed Speakers or Events

District or position

Member of the Board of Governors  
 

 

 

https://www.nytimes.com/2021/11/28/world/americas/honduras-elections.html?smid=url-share
https://www.reuters.com/world/americas/honduras-votes-leading-leftist-bids-end-conservatives-12-year-rule-2021-11-28/
https://www.reuters.com/world/americas/honduras-votes-leading-leftist-bids-end-conservatives-12-year-rule-2021-11-28/
https://www.newyorker.com/magazine/2021/11/15/is-the-president-of-honduras-a-narco-trafficker?utm_source=Eurasia+Group+Signal&utm_campaign=729b2bf2c3-EMAIL_CAMPAIGN_2021_11_29_12_09&utm_medium=email&utm_term=0_e605619869-729b2bf2c3-134308033
https://www.newyorker.com/magazine/2021/11/15/is-the-president-of-honduras-a-narco-trafficker?utm_source=Eurasia+Group+Signal&utm_campaign=729b2bf2c3-EMAIL_CAMPAIGN_2021_11_29_12_09&utm_medium=email&utm_term=0_e605619869-729b2bf2c3-134308033
https://www.wsj.com/articles/honduran-election-sparks-worries-of-unrest-and-further-migration-11638104402?st=1hptru3n7p9yl1x&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/honduran-election-sparks-worries-of-unrest-and-further-migration-11638104402?st=1hptru3n7p9yl1x&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/world/2021/11/27/honduras-election-hernandez/?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%2F356510d%2F61a45e939d2fdab56ba782e4%2F596b53f6ae7e8a44e7d597a3%2F37%2F66%2F61a45e939d2fdab56ba782e4
https://www.pewresearch.org/fact-tank/2021/11/09/whats-happening-at-the-u-s-mexico-border-in-7-charts/?utm_source=Eurasia+Group+Signal&utm_campaign=729b2bf2c3-EMAIL_CAMPAIGN_2021_11_29_12_09&utm_medium=email&utm_term=0_e605619869-729b2bf2c3-134308033
https://www.pewresearch.org/fact-tank/2021/11/09/whats-happening-at-the-u-s-mexico-border-in-7-charts/?utm_source=Eurasia+Group+Signal&utm_campaign=729b2bf2c3-EMAIL_CAMPAIGN_2021_11_29_12_09&utm_medium=email&utm_term=0_e605619869-729b2bf2c3-134308033
https://www.ft.com/content/9d4a999e-2ac3-4887-934a-0c30b20809fe
https://www.reuters.com/markets/europe/who-will-be-bundesbanks-next-chief-2021-11-23/
https://amp.cnn.com/cnn/2021/11/25/economy/germany-minimum-wage/index.html
https://www.axios.com/germany-nord-stream-sanctions-congress-ukraine-4d28940b-dc3b-4b19-9d16-c122da6d113c.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/turkeys-central-bank-says-financial-system-is-strong-despite-lira-crisis-11637925186?st=cgi3fgh37uo0nvw&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/turks-switch-savings-to-u-s-dollars-as-local-currency-collapses-11637859160?st=wkf0zhlpvpojns2&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/11/27/world/middleeast/iran-israel-cyber-hack.html?smid=url-share
https://www.nytimes.com/2021/11/27/world/middleeast/iran-israel-cyber-hack.html?smid=url-share
https://www.cnn.com/2021/11/28/asia/japan-defense-budget-intl-hnk/index.html?utm_source=Eurasia+Group+Signal&utm_campaign=729b2bf2c3-EMAIL_CAMPAIGN_2021_11_29_12_09&utm_medium=email&utm_term=0_e605619869-729b2bf2c3-134308033
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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 Retail Sales y/y Oct 0.9% -0.6% 1.1% *** Equity bearish, bond bullish

Dept. Store, Supermarket Sales y/y Oct 0.9% -1.3% 1.0% ** Equity bearish, bond bullish

Australia Company Operating Profit q/q 3Q 4.0% 7.1% 2.3% ** Equity bullish, bond bearish

Inventories SA q/q 3Q -1.9% 0.2% 0.0% ** Equity bearish, bond bullish

South Korea Department Store Sales y/y Oct 21.0% 24.3% ** Equity and bond neutral

Discount Store Sales y/y Oct 1.4% -13.3% ** Equity bullish, bond bearish

Retail Sales y/y Oct 14.4% 8.2% *** Equity bullish, bond bearish

EUROPE

Eurozone Consumer Confidence m/m Nov -6.8 -6.8 *** Equity and bond neutral

Economic Confidence m/m Nov 117.5 118.6 117.5 *** Equity and bond neutral

Industrial Confidence m/m Nov 14.1 14.2 14.0 *** Equity and bond neutral

Services Confidence m/m Nov 18.4 18.2 17.0 *** Equity bullish, bond bearish

Germany CPI y/y Nov 5.2% 4.5% 5.0% *** Equity bearish, bond bullish

CPI EU Harmonized y/y Nov 6.0% 4.6% 5.5% *** Equity bearish, bond bullish

Italy PPI y/y Oct 25.3% 15.6% ** Equity bearish, bond bullish

U.K. Net Consumer Credit m/m Oct 0.7b 0.2b 0.4b * Equity bullish, bond bearish

Consumer Credit y/y Oct -1.0% -1.8% ** Equity and bond neutral

Net Lending Sec. on Dwellings m/m Oct 1.6b 9.5b 3.5b * Equity bearish, bond bullish

Mortgage Approvals m/m Oct 67.2k 72.6k 70.0k * Equity and bond neutral

M4 Money Supply y/y Oct 7.0% 7.0% * Equity and bond neutral

Money Supply M4 m/m Oct 0.6% 0.6% ** Equity and bond neutral

M4 Ex IOFCs 3M Annualised m/m Oct 6.7% 5.5% ** Equity and bond neutral

AMERICAS

Brazil FGV Inflation IGPM m/m Nov 0.02% 0.64% 0.28% ** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 26-Nov 59.8 60.1 ** Equity bearish, bond bullish

Current Account Balance q/q 3Q $1.37b $3.58b $5.70b *** Equity bearish, bond bullish

Industrial Product Price m/m Oct 1.3% 1.0% 1.3% ** Equity and bond neutral

Raw Materials Price Index m/m Oct 4.8% 2.5% 3.5% ** Equity bearish, bond bullish

Mexico Unemployment Rate NSA m/m Oct 3.95% 4.18% 4.07% *** 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) 18 18 0 Down

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

TED spread (bps) 14 13 1 Neutral

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

10-yr T-note (%) 1.53 1.48 0.05 Down

Euribor/OIS spread (bps) -57 -58 1 Neutral

EUR/USD 3-mo swap (bps) 32 32 0 Down

Currencies Direction

dollar Up Neutral

euro Down Up

yen Down Neutral

pound Up Neutral

franc Down Neutral  
 

Commodity Markets 
 

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

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

Price Prior Change Explanation

Brent $75.50 $72.72 3.82% Omicron Variant Fears Wane

WTI $71.17 $68.15 4.43%  

Natural Gas $5.10 $5.48 -6.96%  

Crack Spread $16.95 $16.66 1.77%

12-mo strip crack $18.66 $18.52 0.73%

Ethanol rack $3.89 $3.89 0.08%

Gold $1,792.24 $1,802.59 -0.57%

Silver $23.26 $23.16 0.46%

Copper contract $434.35 $429.10 1.22%

Corn contract $591.75 $585.50 1.07%

Wheat contract $840.25 $850.25 -1.18%

Soybeans contract $1,252.75 $1,266.50 -1.09%

Baltic Dry Freight 2,767            2,678            89

Actual Expected Difference

Crude (mb) 1.0 -1.8 2.8

Gasoline (mb) -0.60 -0.40 -0.2

Distillates (mb) -2.0 -1.1 -0.9

Refinery run rates (%) 0.70% 0.45% 0.25%

Natural gas (bcf) -21.0 -24.0 3.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

most of the country, with cooler temperatures in the New England region.  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.  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 11/26/2021 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 11/26/2021 close) 
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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. 


