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Daily Comment

By Patrick Fearon-Hernandez, CFA, and Thomas Wash

[Posted: November 7, 2025 — 9:30 AM ET] Global equity markets are lower this morning. In
Europe, the Euro Stoxx 50 is down 0.7% from its prior close. In Asia, the MSCI Asia Apex 50
Index closed down 1.2%. Chinese markets were lower, with both the Shanghai and the Shenzhen
Composites down 0.3%. US equity index futures are signaling a lower open.

With 448 companies having reported so far, S&P 500 earnings for Q3 are running at $72.20 per
share compared to estimates of $68.15, which is up 8.0% from Q3 2024. Of the companies that
have reported thus far, 81.9% have exceeded expectations, while 14.3% 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 in bold.
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Have a question on the economy, markets, geopolitics, or other important topics? You can
submit your queries to our new monthly podcast, Confluence Mailbag! Submit your question to
mailbag@confluenceim.com.

Our Comment begins with our analysis of concerns over a rise in job cut announcements. Next,
we examine what JPMorgan’s involvement in the Argentine bailout reveals about the evolving
relationship between the private and public sectors, along with updates on OpenAl seeking a
government backstop, the recent drop in Chinese exports, and the potential weakening of new
EU regulations. As always, the report includes a comprehensive roundup of key international and
domestic data releases.

Layoffs Rising? Market sentiment soured sharply on Thursday following a grim report on the
US labor market. According to Challenger, Gray & Christmas, employers announced 153,074
job cuts in October—the highest for the month in over two decades. The report also showed
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hiring plummeted 35% from the previous year, reinforcing fears of a significant cool-down. With
official government data unavailable, investors have reacted sharply to private data as they try to
gauge the state of the economy.

The report detailed the drivers behind the layoffs: cost-cutting was the top-cited reason,
followed by artificial intelligence (AI), and general market and economic conditions
ranking third. The technology and warehousing industries bore the brunt of the cuts,
suggesting companies are actively shedding jobs due to redundancies and overcapacity
concerns after a period of rapid pandemic-era expansion and subsequent automation
efforts.

While the massive total of job cut announcements from the Challenger report paints a
stark and severe picture of the economy, it represents just one proprietary measure. Other
high-frequency data suggests the labor market’s underlying health remains resilient. For
instance, the latest state initial jobless claims data, gathered by Bloomberg, indicates that
actual reported layoffs are still subdued despite a modest increase from the previous
week.

The recent layoff figures are undoubtedly concerning. However, the pronounced market
volatility likely stems less from the data itself and more from the absence of official
government benchmarks. This information vacuum forces an overreliance on fragmented
proprietary reports, magnifying their impact. We anticipate a return to stability upon the
release of comprehensive official data and, barring any major surprises therein, retain a
constructive view of the economy's underlying path.

Bank and Government: JPMorganChase executed purchases of Argentine pesos on behalf of
the US Treasury, an action confirmed publicly for the first time by Senator Elizabeth Warren.

This revelation confirms the bank’s direct role in a White House initiative to stabilize
Argentina's currency—a move that, in effect, provided a financial backstop for President Javier
Milei’s administration. The case highlights a growing trend of the private sector being enlisted as
partners in statecraft, blurring the traditional lines between public policy and private commerce.

Although the specifics of the arrangement are not fully known, reports indicate that the
bank’s function was to purchase Argentine pesos and subsequently sell them to the
Federal Reserve Bank of New York. JPMorgan was not the only bank involved; Goldman
Sachs, Bank of America, Banco Santander, and Citigroup also participated in the $20
billion currency swap lifeline.

The coordination between the White House and the private sector comes as the
government has taken on a more active role in promoting business interests abroad. Prior
to the decision to help stabilize the peso, JPMorganChase CEO Jamie Dimon visited the
South American nation and signed a lease in the capital as his bank looks to expand its
footprint in the region.

This event highlights the growing overlap between public and private interests as the US
seeks to expand its global influence and enhance national security. While this
collaboration can benefit firms through government protection for overseas expansion, it
could also pave the way for outside political influence in firm decision-making, or at least
create the perception of it.
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OpenAl Wants US Backing: OpenAl, the creator of ChatGPT, has suggested that the US
government provide loan guarantees to backstop its significant infrastructure expansion. The
request arises from concerns about how the company will fund its ambitious projects, which
represent over $1 trillion in commitments against only roughly $13 billion in annual revenue.
While OpenAl clarified that it does not require the assistance to survive, it maintains that such
government support would be highly beneficial for its growth.

Financial Plumbing Concerns: Wall Street banks continue to express concerns about funding
stress as signs of tightening liquidity in the system appear. These fears are rooted in the sharp
rise in short-term funding rates, particularly in the repo market, which has caused strain on the
broader financial system. While this liquidity problem currently appears to have subsided, there
1s growing concern that the Federal Reserve may be forced to intervene to prevent a more severe
market dislocation from emerging.

New Critical Minerals: The US Department of the Interior has added several metals, including
copper, silver, and metallurgical-grade coal, to its list of “critical minerals,” a move that could
pave the way for higher tariffs. This designation means these materials will be included in a
Section 232 national security review, which can result in new import levies. The expansion of
the list underscores the US government’s growing influence over the domestic commodity
market.

Chinese Exports Fall: China’s exports fell unexpectedly last month for the first time since
February. The decline suggests the world’s second-largest economy may be feeling the effects of
US tariffs imposed in April. This could signal that China is exhausting its alternatives for
circumventing those tariffs and may also point to a broader slowdown in global demand. The
drop likely points to an economy losing momentum, which could force Beijing to inject fresh
stimulus to bolster growth.

EU Regulatory Pullback: In an effort to enhance its global competitiveness, the European
Commission is weighing a pause in the implementation of certain digital regulations. The
proposal follows significant pressure from a coalition of large technology companies, the US
government, and prominent European businesses. By creating a more favorable regulatory
environment for tech development, the EU aims to strengthen its position relative to the US and
China and attract greater foreign direct investment.

US Economic Releases

Due to the federal government shutdown, no economic reports have been released so far today.
The table below lists the economic releases and Fed events scheduled for the rest of the day.
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Economic Releases
EST|Indicator Expected| Prior Rating
10:00(U. of Michigan Consumer Sentiment m/m Nov P 53.0 53.6 *EX
10:00(U. of Michigan Current Conditions m/m Nov P 59.0 58.6 *x
10:00(U. of Michigan Future Expectations m/m Nov P 50.0 50.3 *k
10:00(U. of Michigan 1-Year Inflation Expectation m/m Nov P 4.6% 4.6% *
10:00(U. of Michigan 5-10 Year Inflation Expectation m/m Nov P 3.8% 3.9% *
15:00(Consumer Credit m/m Sep $10.230b| $0.363b *
Federal Reserve
EST|Speaker or Event District or Position
17:00{John Williams Speaks in Frankfurt President of the Federal Reserve Bank of New York
15:00(Philip Jefferson Speaks on Al Economy Vice-Chair of the Board of Governors
12:30(Stephen Miran Speaks on Stablecoins and Moneary Policy |Members of the Board of Governors

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.

Country | Indicator | | | Current | Prior | Expected | Rating | Market Impact

ASIA-PACIFIC

Japan Household Spending v/y Sep 1.8% 2.3% 2.6% ol Equity and bond neutral
Japan Buying Foreign Bonds w/w 31-Oct -¥354.4b| -¥354.6b * Equity and bond neutral
Japan Buying Foreign Stocks w/w 31-Oct -¥581.1b -¥62.1b * Equity and bond neutral
Foreign Buying Japan Bonds w/w 31-Oct ¥280.6b| -¥249.2b * Equity and bond neutral
Foreign Buying Japan Stocks w/w 31-Oct ¥690.1b| ¥1345.3b * Equity and bond neutral

Australia Foreign Reserves m/m Oct A$107.0b| AS107.1b ** Equity and bond neutral

China Foreign Reserves m/m Oct $3343.34b| $3338.66b| $3327.00b|  ** Equity and bond neutral
BoP Current Account Balance v/y 3QP $195.6b| $128.7b *** |Equity and bond neutral
Exports v/y Oct -1.1% 8.3% 2.9% *k Equity bearish, bond bullish
Imports v/y Oct 1.0% 7.4% 2.7% *k Equity bearish, bond bullish
Trade Balance m/m Oct $90.07b| $90.45b| $95.60b| *** [Equity and bond neutral

EUROPE

Germany Trade Balance m/m Sep 15.3b% 17.2b 16.9b * Equity and bond neutral
Exports m/m Sep 1.4% -0.8% 0.5% * Equity bullish, bond bearish
Imports m/m Sep 3.1% -1.4% 0.5% * Equity bullish, bond bearish

France Trade Balance m/m Sep -6576m -5186m * Equity and bond neutral

Switzerland  |Foreign Currency Reserves m/m Oct 724.8b 726.8b * Equity and bond neutral

Russia Gold and Forex Reserves m/m 31-Oct $725.8b| S$731.2b ***  |Equity and bond neutral
Money Supply, Narrow Definition |[w/w 31-Oct 18.99t 19.01t * Equity and bond neutral

AMERICAS

Mexico CPI v/y Oct 3.57% 3.76% 3.56%| *** [Equity and bond neutral
Core CPI v/y Oct 4.28% 4.28% 4.27% ** Equity and bond neutral
Vehicle Production v/y Oct 367870 355525 * Equity and bond neutral

Brazil Trade Balance m/m Oct $6964m| $2942m| $6200m| ** Equity and bond neutral
Exports m/m Oct $31975m| $30495m| $31900m N Equity and bond neutral
Imports m/m Oct $25011m| $27553m| $25750m * Equity and bond neutral
FGV Inflation IGP-DI v/y Oct 0.73% 2.31% 0.55%| ** Equity and bond neutral
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The table below highlights some of the indicators that we follow daily. 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 T-bill yield (bps) 376 376 0 Down
U.S. Sibor/OIS spread (bps) 385 385 0 Down
U.S. Libor/OIS spread (bps) 376 376 0 Down
10-yr T-note (%) 4.10 4.08 0.02 Up
Euribor/OIS spread (bps) 200 199 1 Up
Currencies Direction

Dollar Down Up
Euro Flat Down
Yen Flat Down
Pound Flat Down
Franc Flat Flat
Central Bank Action Actual Prior |Expected

Bank of Mexico Overnight Rat{ 7.25% 7.50%| 7.25%| On Forecast

Commodity Markets

The commodity section below shows some of the commodity prices and their change from the
prior trading day, with commentary on the cause of the change highlighted in the last column.

| Price | Prior | Change | Explanation

Energy Markets
Brent $63.99 $63.38 0.96%
WTI $60.06 $59.43 1.06%
Natural Gas $4.32 $4.36 -0.76%
Crack Spread $31.05 $30.33 2.35%
12-mo strip crack $27.73 $27.42 1.14%
Ethanol rack $1.97 $1.96 0.28%
Metals
Gold $3,996.84| $3,977.21 0.49%
Silver $48.59 $48.03 1.17%
Copper contract $497.95 $496.75 0.24%
Grains
Corn contract $428.75| $428.75 0.00%
Wheat contract $533.00 $535.50 -0.47%
Soybeans contract $1,113.75| $1,107.50 0.56%
Shipping
Baltic Dry Freight | 2063  2,003] 60
DOE Inventory Report

Actual Expected | Difference
Crude (mb) -0.29 5.20 -4.92
Gasoline (mb) -4.73 -1.85 -2.88
Distillates (mb) -0.64 -2.50 1.86
Refinery run rates (%) 1.1% -0.6% 1.7%
Natural gas (bcf) 33 31 2
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The 6-to-10-day and 8-to-14-day forecasts currently call for warmer-than-normal temperatures
from the Rocky Mountains to the Mississippi River, with normal temperatures elsewhere. The
outlook calls for wetter-than-normal conditions from the West Coast to the Rocky Mountains,

with dry conditions in Texas, the Southeast, the Mid-Atlantic States, and New England.

Weather

No tropical cyclone activity is expected in the Atlantic Ocean area within the next seven days.
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Data Section

US Equity Markets — (as of 11/6/2025 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 11/6/2025 close)

YTD Asset Class Total Return

Emerging Markets ($)

Emerging Markets (local currency)
Foreign Developed ($)

Growth
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Large Cap
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Source: Bloomberg

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.

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), US Corporate Bond
(iShares iBoxx $ Investment Grade Corporate Bond ETF), US Government Bond (iShares 7-10
Year Treasury Bond ETF), US 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).
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P/E Update

November 6, 2025

LONG-TERM TRAILING P/E
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P/E as of 11/05/2025 = 25.1x
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Sources: Robert Shiller, Haver Analytics,Bloomberg, CIM

Based on our methodology,! the current P/E is 25.1x, which is unchanged from the previous
report. The slight rise in the stock price index was offset by a rise in earnings.

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 Bloomberg estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings
sum includes three actual quarters ( Q1, Q2, Q4) and one estimate (Q3). 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.
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