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Scott Colbert: 
Good morning. It's Monday, about 11:00 AM. The markets are open, and the markets are up on this Cyber 
Monday. Of course, the big news today and over the last few days has been this, the 15th variant of the 
coronavirus, the so-called Omicron variant that suppressed markets last week, in fact, pushed them down. The 
S&P 500 fell more than 2% last week, and global markets fell even more. The average international stock down 
about 3.5%. Small cap stocks getting beat up here domestically too, down around 4%. It certainly put a damper on 
the Thanksgiving weekend. It maybe even put a damper somewhat on online shopping. And clearly, the stock 
market fell. But we're getting a rebound today, mostly because the first take on this is that the Omicron variant is 
likely to be more transmittable, but perhaps a lot less virulent than the Delta variant. 
What did happen when we had the Delta variant surge? Of course, we had growth slow in the third quarter. 
Growth was only 2% in the third quarter. We saw the stock market was flat, and we saw interest rates come down 
a little bit. We're optimistic that this won't be as troubling as the Delta variant, but I think it's still much too early 
to know. Clearly though, the markets weren't really priced for another problem with the coronavirus because we 
had a huge risk-off trade. In fact, we saw the VIX (Chicago Board Options Exchange Volatility Index), the implied 
volatility in the market, jump by 10%. That's only happened 18 times in the last 30 years. So, it was a rather 
complacent market. Is there anything good to come from this variant? Perhaps a healthier pricing in the stock 
market in terms of better valuations. A recognition that we still need to take caution… perhaps will increase 
vaccines or vaccinations on a going forward basis. 
But I don't think there's any doubt that it's going to cool the markets down a bit and perhaps maybe from a 
positive perspective, take a bit out of the inflationary surge that we've been seeing. Other than that, we've had a 
very strong quarter. October was exceptionally strong, and November was coming in on the heels of October with 
a similar pace. There are a lot of tracking that shows what GDP is likely doing for the quarter. And the GDP Now 
forecast1, which is sponsored by the Atlanta Fed, is up 8.4% so far, predicting growth in the quarter. Now, 8.4% is 
an annualized number. That really means that growth is likely to be 2% on a nominal basis in a fourth quarter, but 
that's on a real basis. If we have growth in the fourth quarter anywhere, 7% or 8%, add inflation to that, that's a 
nominal growth rate nearly into double digits. 
Jobs are exceptionally strong. We had over a half a million jobs created in the month of October. We'll get the 
November jobs report this Friday. And the market consensus is for another add-on of about a half a million jobs. 
Incomes are surging because of two things, wages and salaries and benefits are up about 5% on a year over year 
basis, and worked hours and employment is up about 5%. That's adding to about 10% extra income for the 
average household on a year over year basis. And of course, that's translating into gains in retail sales. And of 
course, corporate profitability is at all-time highs. It sure looks like the third quarter total profits are going to be 
above second quarter profits by about 4.5%, which means that the S&P 500 earnings are approximately $215 to 
$217 per share. 
They're likely to increase in the fourth quarter as well. It's just a chip shot right now to get to $220 of S&P 500 
earnings. The S&P 500 is exactly at 4,650 as we're speaking, which tells you the PE is a little bit higher than 21, but 
lower than 22 as we end the year. We're in the process right now of writing our “Outlook” for the 2022. I thought 
perhaps I'd try and summarize it here quickly and give you a little heads up about what it's going to be. And then 
two weeks from now, we'll talk about what's in print. Clearly, the easiest and most conviction-trade that we have 



 

 

is that interest rates are likely to continue to increase. With inflation still high, interest rates exceptionally low, and 
the Fed likely to take some of the punch bowl away, we think interest rates are going to rise. 
Stock prices, that's a tougher call. We're still optimistic on the stock market in that valuations, while expensive, 
earnings are still likely to grow faster, allowing the market to grow into its valuations. So we're optimistic on 
stocks. We think global GDP is likely to increase at a faster pace than U.S. GDP as they begin to catch up. And of 
course, the outlook for jobs is still exceptionally strong. There are still these 11 million job openings. We're slowly 
pulling people back into the workforce. And the outlook for the U.S. economy is exceptionally positive. The worry, 
of course, is, will there be another variant, a 16th, a 17th, and 18th variant of the coronavirus? And when can we 
really put this back and put it behind us? So we'll be back in a couple weeks to talk about what we've put in print. 
And hopefully two weeks from now, you'll see it in your inboxes, our Outlook for 2022. But it's a rather optimistic 
one. And we'll be able to talk to you about it soon. 
 

1 https://www.atlantafed.org/cqer/research/gdpnow#:~:text=Latest%20estimate%3A%208.6%20percent%
20%E2%80%94%20November,8.2%20percent%20on%20November%2017. 
 

 

 
 
 
 
Disclosures: 

Commerce Trust Company is a division of Commerce Bank. Generally, non-depository investments offered in connection with Commerce Bank and its affiliates 
are not guaranteed, are not FDIC insured, and may lose value. Information provided is effective as of today, November 29, 2021, and is presented for the 
purpose of general education, information or illustration only. It is not to be considered as the opinion of Commerce Trust Company or Commerce Bank 
regarding any individual investment, investment account or market behavior. Neither Commerce nor any of its affiliates, officers, employees, or agents have 
made any recommendation or given any advice as to the terms, beneficial interest or profitability of any investment on market activity which may be 
referenced here, and this information may not be relied upon as such. 

Accordingly, you understand that you are always fully responsible for any investment transaction you choose to enter into, and that you shall not have relied 
only on any of the proceedings or following information for Commerce as a basis for any investment decision. In considering whether to trade or invest, you 
should inform yourself and be aware of the risks. The risk of loss from investing in securities and other investments can be substantial. You should consider 
whether investments entered into directly by you or on a discretionary managed basis through Commerce Trust Company or elsewhere are appropriate for 
you in light of your investment objectives, financial circumstances, tax status, your tolerance to risk, investment time horizon, and your investment experience. 
Past performance is no guarantee of future results, and any opinions and other information in the commentary provided as of this date are subject to change. 
Diversification does not guarantee a profit or protect against all risk. Markets, economic forecast and aspects of specific investments can change from time to 
time based on a variety of individual interrelated or complex factors. 

This disclosure statement cannot present all the risks and other significant aspects of investments, economies, or markets in which you may elect to transact 
from time to time. You should therefore carefully study investment arrangements in advance of making decisions about investing. Providing this information, 
which may be a value to you or others does not detract from an investor's responsibility to take all such steps and make all such inquiries as may be necessary 
to ensure a full understanding and familiarity with any potential future investment. If you are in doubt about the risks involved in trading or investment 
arrangements, or have not understood any aspect of this risk disclosure statement, you should seek independent professional advice. Please also note that 
Commerce does not offer tax, legal or specific estate planning advice. And while we may provide information or express general opinions from time to time, 
such information or opinions are not offered as professional tax or legal advice. 
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