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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 30, 2022—9:30 AM EST] Global equity markets are generally higher this 

morning.  In Europe, the Euro Stoxx 50 is up 0.6% from its prior close. In Asia, the MSCI Asia 

Apex 50 Index closed up 1.8%. Chinese markets were also higher, with the Shanghai Composite 

closing up 0.1% from its prior close and the Shenzhen Composite closing up 0.1%. U.S. equity 

index futures are signaling a flat open.  

 

With 486 companies having reported so far, S&P 500 earnings for Q3 are running at $56.40 per 

share, compared to estimates of $55.45.  Of the companies that have reported thus far, 69.5% 

have exceeded expectations while 24.3% have fallen short of expectations. 

 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold:  
 

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

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

Outlook published on December 12. 

• Weekly Energy Update (11/17/2022): In this week’s report we discuss Iran’s increasingly 

reckless behavior.  We also note the upcoming changes to Europe’s oil purchases from 

the EU on December 5.  As usual, we recap major stories and last week’s data.  Due to 

the upcoming holiday, our next report will be published December 1.   

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

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

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

Trinity” Due to the upcoming holiday, our next report will be published December 5.   

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

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

recent portfolio changes, and the current macro environment 

• Business Cycle Report (11/29/22) 

 

Good morning on this last day of November.  Risk markets are trending higher this morning, and 

a key component to the rally in commodities and equities (especially the former) is a weakening 

dollar.  For most of the year, the dollar has been on a tear, despite the fact that on most valuation 

measures, it was already richly valued.  Divergences in monetary policy due to the Fed 

conducting tighter policy than the rest of the world, was behind the strength.  However, as the 
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markets anticipate at least a slowing of tightening in the U.S., the dollar has begun to roll over.  

We still suspect that the expectations of easing are overly optimistic, which could mean that the 

dollar will at least make a recovery in the coming weeks.  However, over next year, our 

expectation is that the dollar will decline, which will be supportive for commodities and equities.  

On the topic of the Fed, we get the Beige Book today and Chair Powell will speak on the 

economy.  The markets are watching for any hints of a slowing of tightening. 

 

In today’s Comment, our coverage begins with China news.  Economics and policy are up next.  

An update on the Ukraine War follows, and we close with international news. 

 

China news:  The government’s Zero-COVID policy is evolving, and former General Secretary 

Jiang has died. 

• In the past, when China’s leaders implemented unpopular policies, a common response to 

popular opposition to the policies is to blame local officials for “misunderstanding” the 

policy.  By doing this, leaders in Beijing can soften the policy without losing face.  It 

appears President Xi is deploying this well-worn playbook again, but that doesn’t 

necessarily mean that the CPC is easing the policy.  Instead, the policy appears to be 

evolving. 

o Elements of the policy include deepening surveillance, arresting leaders, and 

stifling less committed protesters.  Security officials are systematically looking 

for participants to the protests, likely to either arrest or intimidate them, and 

“flooding the zone” with police to discourage gatherings.  The response does 

appear to be working, as protests seem to have declined. 

o At the same time, the leadership does seem to realize that the lockdown policies 

are probably no longer workable.  The harm they bring to the economy is 

significant and public support is waning.  So, how does China open without 

triggering a mass infection event?  The plan emerging looks like it will focus on 

mass vaccinations, especially of the elderly.  China continues to use its own 

vaccines, which are less efficient than Western-developed ones, which will slow 

the process.  However, to avoid an expansion of infections, vaccination looks like 

the primary tool. 

• Analysts are still sorting out the long-term ramifications of what increasingly looks like a 

massive policy failure.  One element of the failure is the damage it has brought to 

President Xi as a leader.  Is Xi in trouble?  What we watch for are divisions at the top 

such as does dissention among the party leaders increase?  So far, we have seen no signs 

of such divisions, but we also note that (a) the CPC is good at hiding such divisions and 

(b) Xi has mostly sidelined the powerful who opposed him.   

• The other major issue is that tensions are not just due to Zero-COVID policy.  Youth 

unemployment in China is terrible, with reports of 20% unemployment rates.  As China’s 

economic growth slows, the promise of a future to young Chinese appears to be falling 

away, leading to rising tensions.  The Zero-COVID policies have been a catalyst, but 

broader worries are notable as well.   
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https://www.reuters.com/world/china/china-police-out-numbers-prevent-more-covid-protests-2022-11-29/
https://www.reuters.com/world/china/china-police-out-numbers-prevent-more-covid-protests-2022-11-29/
https://www.wsj.com/articles/china-covid-protesters-become-targets-of-beijings-surveillance-state-11669718994?st=eprygj26re9ml8u&reflink=desktopwebshare_permalink
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https://www.politico.eu/article/are-chinas-lockdown-protests-the-beginning-of-the-end-for-xi-jinping/?utm_source=POLITICO.EU&utm_campaign=34dad095e8-EMAIL_CAMPAIGN_2022_11_30_04_05&utm_medium=email&utm_term=0_10959edeb5-34dad095e8-%5BLIST_EMAIL_ID%5D
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https://www.atlanticcouncil.org/blogs/new-atlanticist/experts-react-what-this-wave-of-protests-means-for-the-future-of-the-chinese-communist-party/?utm_source=substack&utm_medium=email
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https://www.wsj.com/articles/behind-chinese-covid-protests-economic-worries-simmer-among-youth-11669731493?st=62yu5eejeftjgmd&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/world/interactive/2022/china-lockdown-protests-covid-videos-photos/?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%2F38733ad%2F6386e4ce3564ae5f752aa8cf%2F596b53f6ae7e8a44e7d597a3%2F54%2F67%2F6386e4ce3564ae5f752aa8cf&wp_cu=d5fec12241178c90820317fc7842fea9%7CA03B7B2F3149087DE0530100007F4306
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• Jiang Zemin, the former General Secretary, has died at the age of 96.  He came from the 

coastal regions of China and was seen as an economic liberalizer.  There has been some 

speculation that protesters might use his demise to expand protests, perhaps at his state 

funeral.  If his burial turns out to be a “private” affair, it might be a sign of the level of 

concern the current regime has over the protests. 

• China, facing increasingly tight restrictions on semiconductor imports, is attempting to 

build out its own semiconductor industry.  A key of this development is to convince 

European lithography firms to defy U.S. restrictions and export chip-building equipment 

to China.  Although these firms would like to continue to export their wares to China, the 

U.S. can inflict harsh punishments on those who defy American policy.  This is an area 

we monitor closely, but we don’t expect the Europeans, in the end, to continue exporting 

banned products to China. 

• NATO is holding its first talks focused on China’s threat to Taiwan.  The Pentagon warns 

that China has designs on more than just Taiwan in its neighborhood.   

• As the world evolves into blocs, there will be nations that straddle the divide.  

Switzerland was such a nation during the Cold War.  Chinese companies are increasingly 

betting on Singapore to play a similar role as the U.S. and China steadily separate.  

o Although we do note that the Commerce Secretary doesn’t believe that the U.S. 

wants to decouple from China.  That will be “music to the ears” of multinational 

firms, but in our reading of U.S. politics, it is widely out of step with political 

trends.   

• The Vatican says Beijing violated its deal with the papacy.  Who would have guessed? 

 

Markets, Economics and Policy:  Congress moves to prevent a rail strike and the “lame duck” 

session heats up. 

• As a senator, Joe Biden built a narrative of his support for union workers.  Holding 

stances as a senator rarely has ramifications, though,  as a senator is simply part of a 

larger body and holding dissent positions doesn’t really matter all that much.1  With the 

potential for a paralyzing rail strike looming, the president called on Congress to prevent 

a strike by taking away the union’s most powerful tool to extract revenue from capital.  

Although the decision is understandable, it will likely have political costs. 

• With the seating of the next Congress, the U.S. will have a divided government.  This 

prospect is triggering rather frenetic legislative activity to pass as much as possible before 

early January because once the government is divided, the likelihood of passing anything 

will become quite difficult.  The biggest surprise is that the existing House and Senate 

leadership appear to be moving quickly to pass an omnibus spending bill.  The Pentagon 

is worried that in the absence of a new spending bill, the government will fund itself with 

a continuing resolution which would mean that defense spending would not grow in a 

 
1 This is why, in our analysis of politics, we usually have less regard for senators who become presidents.  Senator’s 
positions often don’t matter; instead, we prefer people who have actually had to make decisions for which they 
are responsible.  In this regard, we believe that governors tend to be better candidates.   
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period where spending demands are elevated.  In fact, the GOP is insisting that defense 

spending grow faster than other spending, and if the Republicans get their way, it may be 

supportive for the Defense sector. 

• As we noted above, Chair Powell speaks today, and the regional banks will report on 

their local economies.  We have seen a parade of Fed officials speaking recently and 

there is evidence of a growing hawk/dove divide.  Such divisions shouldn’t be a complete 

surprise; in fact, these sorts of divides are common.  Policy was so easy that for most of 

this year, there was near unity that tightening was needed.  With divergences emerging, 

however, Powell’s position becomes increasingly important.  Simply put, we need to 

know which side he favors, and his speech today may offer some clues. 

• European inflation, although still elevated, did fall last month, triggering hope that 

inflation has peaked.  European markets celebrated.  Europe has had a run of good luck 

recently.  Ukrainian forces have been doing well, the weather has been very mild, easing 

fears of energy shortages, and with inflation perhaps rolling over, sentiment is improving. 

o The idea that inflation has peaked in the U.S. has triggered a rally in high-yield 

bonds.  Widening credit spreads is usually a feature of recessions.  However, we 

are still early in this expansion and credit practices have not had enough time to 

become lax.  Thus, the chances of a spike in yields are less likely as defaults 

should be manageable.   

• Yesterday, it was reported that home prices fell.  We are now seeing a rapid decline in 

home prices, which is usually consistent with recession.   

 

• On the housing market, the government will now offer mortgage guarantees on 

mortgages of more than $1.0 million, a reflection of recent price escalation.   

• One of the ways that companies deal with higher costs is through “shrinkflation” which is 

the practice of holding the price steady but packaging a smaller quantity.  Edgar Dworsky 

is the go-to guy on this issue.   

 

https://www.wsj.com/articles/feds-brainard-says-rate-rise-pace-can-slow-soon-11668445354?st=2vujfavbr7z7d5m&reflink=desktopwebshare_permalink
https://www.ft.com/content/2fc01b1e-fe5b-43b2-825f-bf6a3679a9fd
https://www.wsj.com/articles/eurozone-inflation-eased-in-november-but-further-rate-rises-likely-11669803087?st=r2haz6g959cp8xf&reflink=desktopwebshare_permalink
https://www.ft.com/content/d3830ba2-bcaa-42a0-b680-d4bf73c6eb62
https://www.nytimes.com/2022/11/29/business/inflation-germany-spain.html?smid=url-share
https://www.ft.com/content/4e5cfae0-22a7-47fd-9bde-9d05c2da47c7?emailId=d344e07b-c00c-4ca1-9e11-e97ed4fff386&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/junk-bonds-rally-as-investors-speculate-inflation-has-peaked-11669782119?st=ghzel5blxtagfph&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/junk-bonds-rally-as-investors-speculate-inflation-has-peaked-11669782119?st=ghzel5blxtagfph&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/home-prices-slid-in-september-for-third-straight-month-11669730446?st=9zazpabo4jg7skj&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-government-to-backstop-mortgages-above-1-million-mark-for-first-time-11669740331?st=1g60k1mdo2f7noh&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-government-to-backstop-mortgages-above-1-million-mark-for-first-time-11669740331?st=1g60k1mdo2f7noh&reflink=desktopwebshare_permalink
https://www.nytimes.com/2022/11/26/climate/fighting-shrinkflation-consumer-products.html?smid=url-share
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War in Ukraine:  Is Crimea going to revert to Ukraine?  And Germany recounts its errors. 

• Although it looks to us a bit farfetched that Ukraine could retake Crimea, in the peninsula 

there is increasing evidence that the locals are expecting a direct conflict.  If Crimea were 

threatened, an unconventional response from Russia would become more likely.   

• German Justice Minister Marco Buschmann admitted that Germany’s policy of cozying 

up to Moscow contributed to Russia’s invasion of Ukraine.  We note that Buschmann is a 

member of the Free Democrats, whereas the Social Democrats have been the most 

supportive of Russian/Soviet engagement going back to the 1970s.  The Free Democrats 

are part of the ruling coalition along with the Greens.  One of the tensions within the 

German government is that the dominant SDP continues to support engagement to some 

extent, but that is not at all in sync with the Greens or the Free Democrats.   

• The U.S. is considering labeling the Wagner Group as a terrorist organization.   

• Russia is asking India for specific products that have become scarce due to sanctions.  

This action would require India to break sanctions.  So far, the U.S. has tended to give 

India a pass on its relations with Russia, wanting to keep India “on side” in containing 

China.  So, India’s reaction to the request bears watching.   

 

International News:  Orbán is isolated, and “corn wars” are developing. 

• Hungarian President Orbán has been on the outs with the EU for some time.  His anti-

immigration and social policies are seen as out of step with the EU.  For the most part, 

Orbán has avoided severe penalties because Poland has similar policies and has supported 

Hungary.  The EU has tended to avoid making both nations upset, so it has mostly not 

enforced strict constraints on Hungary.  However, that situation does appear to be 

unwinding.  Poland, a stanch opponent of Putin, opposes Hungary’s support of Russia 

and therefore isn’t coming to Hungary’s aid.  This is allowing the EU to threaten a 

material funding reduction.   

• Mexico is one of the world’s largest corn importers.  It uses the grain for both cattle feed 

and for subsidized tortillas.  The AMLO regime wants to ban GMO corn which is mostly 

grown in the U.S.  Washington is threatening to enforce the USMCA to prevent Mexico 

from banning the GMO sales.   

• Pakistan’s former head of its spy agency has been appointed to the head of the army.  The 

military is very powerful in Pakistan, so General Asim Munir is essentially the head of 

state as well.   

• It’s India’s turn to head the G-20, and it plans to make the most of it. 

 

U.S. Economic Releases  

  

Elevated borrowing costs led to a minor drop in the demand for mortgage loans. According to an 

index tracked by the Mortgage Bankers’ Association, mortgage applications fell 0.8% in the 

week ending November 25. The dip in applications was driven primarily by a decline in 

refinancing applications. The MBA tracker for refinancing fell 12.9% from the prior week, while 

https://www.politico.eu/article/crimea-annexation-russia-ukraine-war-volodymyr-zelenskyy-vladimir-putin/?utm_source=POLITICO.EU&utm_campaign=34dad095e8-EMAIL_CAMPAIGN_2022_11_30_04_05&utm_medium=email&utm_term=0_10959edeb5-34dad095e8-%5BLIST_EMAIL_ID%5D
https://www.politico.eu/article/nord-stream-2-germany-bears-responsibility-for-ukraine-war-minister/?utm_source=POLITICO.EU&utm_campaign=34dad095e8-EMAIL_CAMPAIGN_2022_11_30_04_05&utm_medium=email&utm_term=0_10959edeb5-34dad095e8-%5BLIST_EMAIL_ID%5D
https://www.politico.eu/article/nord-stream-2-germany-bears-responsibility-for-ukraine-war-minister/?utm_source=POLITICO.EU&utm_campaign=34dad095e8-EMAIL_CAMPAIGN_2022_11_30_04_05&utm_medium=email&utm_term=0_10959edeb5-34dad095e8-%5BLIST_EMAIL_ID%5D
https://www.bloomberg.com/news/articles/2022-11-29/russia-s-wagner-group-mercenaries-may-be-labeled-terrorists-by-the-us?leadSource=uverify%20wall
https://www.reuters.com/world/india/india-asked-by-sanctions-hit-russia-parts-key-sectors-sources-2022-11-29/
https://www.politico.eu/article/moment-of-truth-for-polish-hungarian-toxic-relationship-approaches/?utm_source=POLITICO.EU&utm_campaign=34dad095e8-EMAIL_CAMPAIGN_2022_11_30_04_05&utm_medium=email&utm_term=0_10959edeb5-34dad095e8-%5BLIST_EMAIL_ID%5D
https://www.politico.eu/newsletter/brussels-playbook/orbans-own-goal-russian-oil-michel-to-meet-xi-in-china/?utm_source=POLITICO.EU&utm_campaign=34dad095e8-EMAIL_CAMPAIGN_2022_11_30_04_05&utm_medium=email&utm_term=0_10959edeb5-34dad095e8-%5BLIST_EMAIL_ID%5D
https://www.politico.eu/newsletter/brussels-playbook/orbans-own-goal-russian-oil-michel-to-meet-xi-in-china/?utm_source=POLITICO.EU&utm_campaign=34dad095e8-EMAIL_CAMPAIGN_2022_11_30_04_05&utm_medium=email&utm_term=0_10959edeb5-34dad095e8-%5BLIST_EMAIL_ID%5D
https://www.reuters.com/markets/commodities/exclusive-mexico-proceed-with-gmo-corn-ban-seeks-international-grain-deals-2022-10-27/
https://www.reuters.com/markets/commodities/mexico-president-discuss-gmo-corn-with-us-ag-sec-2022-11-28/
https://www.bbc.com/news/world-latin-america-63793651?utm_source=Eurasia+Group+Signal&utm_campaign=e748e64e69-EMAIL_CAMPAIGN_2022_11_30_11_55&utm_medium=email&utm_term=0_e605619869-e748e64e69-%5BLIST_EMAIL_ID%5D
https://www.bbc.com/news/world-latin-america-63793651?utm_source=Eurasia+Group+Signal&utm_campaign=e748e64e69-EMAIL_CAMPAIGN_2022_11_30_11_55&utm_medium=email&utm_term=0_e605619869-e748e64e69-%5BLIST_EMAIL_ID%5D
https://www.ft.com/content/5f6e5295-76df-4f66-bb2b-59bf2c86e17d
https://www.gzeromedia.com/viewpoint/india-s-modi-seeks-to-burnish-his-legacy-with-g-20-presidency?utm_source=Eurasia+Group+Signal&utm_campaign=e748e64e69-EMAIL_CAMPAIGN_2022_11_30_11_55&utm_medium=email&utm_term=0_e605619869-e748e64e69-%5BLIST_EMAIL_ID%5D
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the new purchases tracker rose 3.8% in the same period.  Last week, the average 30-year fixed-

rate fell 18 bps from 6.67% to 6.49%, well above the previous year’s rate of 3.3%.  

 

Private employers continue to hire at a solid clip even as the economy slows. According to data 

collected by payroll provider ADP, the U.S. economy added 127k jobs in November. The 

reading was strong but below previous month figure of 239k, and consensus estimate of 200k.  

The strong number reflects employers’ reluctance to let workers go due to concerns that it may 

not be able find suitable replacements when the economy improves.  

 

 
 

The chart above shows the monthly change in employment payrolls as tracked by ADP. 

 

The U.S. economy grew faster than previously thought according to the revised data. According 

to the Bureau of Economic Analysis, GDP expanded at an annualized pace of 2.9% from the 

prior quarter. This is above the previous month’s report estimate of 2.6% and consensus estimate 

of 2.8%. Personal consumption, which is the biggest contributor, was revised upwards from 

1.4% to 1.7%. Meanwhile, Core PCE was revised from 4.5% to 4.6% and the GDP was from 

4.1% to 4.3%. 
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The chart above shows the level of nominal GDP. The economy now sits at $25.7 trillion.  

 

 
 

The table above shows the changes to the contribution charts due to the revisions. Net exports 

and consumptions were revised upwards, while fixed investment was revised downward. 

 

 

Q3 2022 - Preliminary Q3 2022 - 2nd Estimate Difference

Total GDP 2.6% 2.9% 0.3%

Consumption 1.0% 1.2% 0.2%

Fixed Investment -1.6% -1.7% -0.1%

Change in Inventories -0.7% -1.0% -0.3%

Net Exports 2.8% 2.9% 0.2%

Government 0.4% 0.5% 0.1%
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The previous graph shows the updated contributions data. 

 

The U.S. trade gap widened unexpectedly due to a drop in exports. According to the Census 

Bureau, the U.S. trade deficit rose from $92.2 billion to $99.0 billion in October. The figure is 

well above the consensus estimate of $90.6 billion. Despite the reduction in the trade balance, 

firms continue to build up their stockpiles in preparation for the holiday season. Wholesale and 

retail inventories rose 0.8% from the prior month, while retail inventories fell 0.2% in the same 

period. 

 

 
 

The chart above shows the level of the U.S. trade balance.  

 

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

of the day.  

 

 
 

 

Economic Releases

EST Indicator Expected Prior Rating

9:45 MNI Chicago PMI m/m Nov 47.0 45.2 ***

10:00 Pending Home Sales m/m Oct -5.7% -10.2% **

10:00 Pending Home Sales NSA y/y Oct -35.2% -30.4% **

10:00 JOLTS Job Openings m/m Oct 10.25m 10.717m **

EST Speaker or Event

12:35 Lisa Cook Discusses the Economic and Policy Outlook Member of the Board of Governors

13:30 Jerome Powell Discusses the Economic Outlook and the Labor Market Chairman of the Board of Governors

14:00 U.S. Federal Reserve Releases Beige Book Federal Reserve Board

Federal Reserve

District or Position
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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. 

 

 

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. 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Industrial Production y/y Oct P 3.7% 9.6% 5.1% *** Equity bearish, bond bullish

Housing Starts y/y Oct -1.8% 1.0% 1.1% ** Equity bearish, bond bullish

Annualized Housing Starts y/y Oct 0.871m 0.857m 0.858m * Equity and bond neutral

Australia Construction Work Done q/q 3Q 2.2% -3.8% -2.0% *** Equity bullish, bond bearish

Building Approvals m/m Oct -6.0% -5.8% -8.1% *** Equity bullish, bond bearish

CPI y/y Oct 6.9% 7.3% 7.6% *** Equity bullish, bond bearish

Private Sector Credit y/y Oct 9.5% 9.4% 9.5% ** Equity and bond neutral

New Zealand Building Permits m/m Oct -10.7% 3.8% 3.60 ** Equity bearish, bond bullish

ANZ Activity Outlook m/m Nov -13.7 -2.5 ** Equity bearish, bond bullish

ANZ Business Confidence m/m Nov -57.1 -42.7 ** Equity bearish, bond bullish

South Korea Industrial Production y/y Oct -1.1% 0.8% 0.7% *** Equity bearish, bond bullish

China Official Manufacturing PMI m/m Nov 48.0 49.2 49.0 *** Equity bearish, bond bullish

Official Services PMI m/m Nov 46.7 48.7 48.0 ** Equity bearish, bond bullish

Official Composite PMI m/m Nov 47.1 49.0 * Equity and bond neutral

India GDP y/y 3Q 6.3% 13.5% 6.2% ** Equity and bond neutral

EUROPE

Eurozone CPI y/y Nov P -0.1% 1.5% 0.2% *** Equity bullish, bond bearish

Core CPI y/y Nov P 5.0% 5.0% 5.0% ** Equity and bond neutral

Germany Unemployment Change m/m Nov 17.0k 8.0k 9.0k *** Equity bearish, bond bullish

Unemployment Claims Rate m/m Nov 5.6% 5.5% 5.5% ** Equity and bond neutral

France CPI, EU Harmonized y/y Nov P 7.1% 7.1% 7.0% ** Equity and bond neutral

CPI y/y Nov P 6.2% 6.2% 6.1% *** Equity and bond neutral

PPI y/y Oct 24.7% 28.5% 28.7% * Equity bullish, bond bearish

GDP y/y 3Q F 1.0% 1.0% 1.0% ** Equity and bond neutral

Italy GDP WDA y/y 3Q F 2.6% 2.6% 2.6% ** Equity and bond neutral

CPI, EU Harmonized y/y Nov P 12.5% 12.6% 12.1% *** Equity and bond neutral

CPI NIC Including Tobacco y/y Nov P 11.8% 11.9% 11.3% ** Equity and bond neutral

Switzerland KOF Leading Indicator m/m Nov 89.5 90.9 91.8 ** Equity bearish, bond bullish

Credit Suisse Survey Expectations m/m Nov -57.5 -53.1 ** Equity and bond neutral

AMERICAS

Mexico International Reserves Weekly w/w 25-Nov $19.804b $19.818b * Equity and bond neutral

Brazil Central Govt Budget Balance m/m Oct 30.8b 11.0b 29.0b Equity and bond neutral

National Unemployment Rate m/m Oct 8.3% 8.7% 8.5% * Equity and bond neutral

Net Debt % GDP m/m Oct 58.3% 58.3% 58.1% * Equity and bond 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. 

 

 
 

 

 

 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 473 473 0 Up

3-mo T-bill yield (bps) 421 422 -1 Up

TED spread (bps) 52 51 1 Widening

U.S. Sibor/OIS spread (bps) 442 440 2 Up

U.S. Libor/OIS spread (bps) 444 443 1 Up

10-yr T-note (%) 3.73 3.75 -0.02 Up

Euribor/OIS spread (bps) 198 195 3 Neutral

Currencies Direction

Dollar Down Down

Euro Up Up

Yen Down Up

Pound Up Up

Franc Up Up

Price Prior Change Explanation

Brent $84.68 $83.03 1.99%

WTI $79.93 $78.20 2.21%

Natural Gas $7.24 $7.24 0.12%

Crack Spread $32.37 $31.07 4.18%

12-mo strip crack $30.59 $29.81 2.64%

Ethanol rack $2.62 $2.63 -0.66%

Metals

Gold $1,761.58 $1,749.85 0.67%

Silver $21.55 $21.26 1.39%

Copper contract $372.75 $363.95 2.42%

Grains

Corn contract $670.50 $669.50 0.15%

Wheat contract $785.75 $781.50 0.54%

Soybeans contract $1,470.25 $1,459.50 0.74%

Shipping

Baltic Dry Freight 1,327            1,347            -20

Actual Expected Difference

Crude (mb) -3.1

Gasoline (mb) 2.3

Distillates (mb) 1.5

Refinery run rates (%) 0.5%

Natural gas (bcf) -82

Energy Markets

DOE Inventory Report
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Weather 

The 6-10 and 8-14 day forecasts show cooler-than-normal temperatures spreading from the 

Pacific and Rocky Mountain regions to most of the country, with the Southeast region expected 

to remain warmer-than-normal. Wet conditions are expected in the Pacific and Mississippi 

Valley region but should subside toward the end of the forecasting period. 
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Data Section 
 

U.S. Equity Markets – (as of 11/29/2022 close) 

 

-50% 0% 50% 100%
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Healthcare

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

Technology

Utilities

Consumer Staples

Consumer Discretionary

Healthcare

S&P 500

Communication Services

Materials

Financials

Industrials

Energy

Real Estate

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 11/29/2022 close) 

 

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

Growth

Real Estate

Emerging Markets ($)

US Corporate Bond

Emerging Markets (local currency)

Small Cap

Large Cap

US Government Bond

Foreign Developed ($)

US High Yield

Mid Cap

Value

Foreign Developed (local currency)

Cash

Commodities

YTD Asset Class Total Return

Source: Bloomberg

 
 

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

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

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

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

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

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

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

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily. The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

November 17, 2022 
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P/E as of 11/16/2022 = 18.7x

 
 

Based on our methodology,2 the current P/E is 18.7x, up 0.7x from last week.  The primary 

reason for the rise in the multiple is the switch from Thomson/Reuter’s calculation of earnings 

for Q3 to that of Standard and Poor’s.  There are periods where the two series diverge, and this 

quarter was one of them.   
 

 

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. 

 
2 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 three actual quarters (Q1, Q2 and Q3) and one estimate (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. 


