
 

 

20 Allen Avenue, Suite 300 | Saint Louis, MO  63119 | 314.743.5090 

www.confluenceinvestment.com 

 1 

 
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: December 1, 2020—9:30 AM EST] Global equity markets are higher this morning.  

The EuroStoxx 50 is up 1.1% from its last close.  In Asia, the MSCI Asia Apex 50 up 1.3%.  

Chinese markets were higher, with the Shanghai Composite up 1.8% from the prior close and the 

Shenzhen Composite up 1.6%.  U.S. equity index futures are signaling a higher open.   
 

Our Daily Comment today opens with the latest developments as President-elect Biden builds out 

his policy team.  It now appears his nominee for the Office of Management and Budget (OMB) 

is generating congressional pushback.  We then review key international developments, 

including a renewed effort by the Russian government to silence opposition leader Aleksei 

Navalny, who was poisoned with a nerve agent this summer.  We end with the latest positive 

coronavirus news.  As we discuss below, the positive prospects for vaccines coupled with the 

likely continuance of stimulative monetary and fiscal policies continue to buoy risk assets so far 

today. 

 

U.S. Presidential Transition:  Reports indicate President-Elect Biden will name Brian Deese to 

be the director of his National Economic Council.  Deese first joined the council after working 

on Barack Obama’s presidential campaign in 2008, eventually rising to deputy director. He then 

served as Deputy Director of the OMB and was later promoted to Senior Adviser to the 

President, a position that focused in part on climate change and energy issues. He played a 

central role in negotiating the international climate-change agreement that was reached in Paris 

in 2015.  He also worked on issues related to the auto and financial industries, as well as the 

Supreme Court.  Since leaving the White House, Deese has worked at BlackRock as global head 

of sustainable investing. 

• Meanwhile, Biden’s plan to nominate Neera Tanden to head the OMB is already stirring 

tensions on Capitol Hill, where Republicans say her past comments will threaten her 

confirmation and undercut the new president’s pledge to calm political waters. 

• In any case, Biden’s appointments to date reflect a strong preference for experienced 

policy hands with whom Biden has already had a personal relationship. 

 

United States-European Union:  Officials from the EU continue to plan enthusiastically for a 

reset of EU-U.S. relations after Biden is inaugurated as president.  EU ambassadors yesterday 

supported European Council President Michel’s idea of inviting Biden to an EU-U.S. summit 

next year. According to the report, the ambassadors discussed the future of transatlantic relations 

and “concurred on the need to reinvigorate the transatlantic partnership, while continuing to 

pursue an agenda to make the EU stronger and more autonomous.” 
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By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.wsj.com/articles/joe-biden-chooses-brian-deese-as-top-economic-adviser-11606751298
https://www.wsj.com/articles/joe-biden-chooses-brian-deese-as-top-economic-adviser-11606751298
https://www.wsj.com/articles/omb-pick-neera-tanden-draws-gop-fire-11606771977
https://www.wsj.com/articles/omb-pick-neera-tanden-draws-gop-fire-11606771977
https://www.wsj.com/articles/bidens-economic-team-draws-on-deep-experience-with-focus-on-jobs-wages-inequality-11606778884
https://www.wsj.com/articles/bidens-economic-team-draws-on-deep-experience-with-focus-on-jobs-wages-inequality-11606778884
https://www.politico.eu/article/eu-extends-a-hand-or-two-to-joe-biden/?utm_source=POLITICO.EU&utm_campaign=fcd29f2cfd-EMAIL_CAMPAIGN_2020_12_01_06_33&utm_medium=email&utm_term=0_10959edeb5-fcd29f2cfd-190480045
https://www.politico.eu/article/eu-extends-a-hand-or-two-to-joe-biden/?utm_source=POLITICO.EU&utm_campaign=fcd29f2cfd-EMAIL_CAMPAIGN_2020_12_01_06_33&utm_medium=email&utm_term=0_10959edeb5-fcd29f2cfd-190480045
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United States-China:  Without providing details, the Chinese government has accused U.S. 

officials of harassing Chinese airline and shipping crews that arrive in the U.S. by questioning 

whether they are members of the Communist Party.  U.S. officials didn’t confirm the moves, but 

it is plausible that this is another instance of intensifying U.S. pressure on China and its effort to 

plant spies and agents of influence in the U.S.  Application forms for foreign nationals seeking 

U.S. visas for temporary travel to the country, including crew member visas, have included a 

question on whether the applicant is “a member of or affiliated with the Communist or other 

totalitarian party.” 

 

NATO-China:  In yet another example of increasing tensions between the developed 

democracies and China, a study commissioned by NATO Secretary-General Jens Stoltenberg 

says the alliance should devote much more of its time and resources to security threats posed by 

Beijing, while at the same time maintaining its traditional focus on deterring Russian aggression. 

 

Russia:  Investigators in Moscow have launched a probe into opposition politician Aleksei 

Navalny regarding an April interview in which he allegedly called for the forcible change of 

Russia's constitutional order.  In the interview, Navalny criticized the Kremlin for rejecting his 

team's proposal to provide Russian families and small businesses with financial support during 

the coronavirus pandemic and said the authorities in Russia "must be overthrown right 

now...most likely by force" for neglecting the needs of citizens.  The interviewer then directly 

pointed to the statements as being merely Navalny's thoughts, not open calls to overthrow the 

government, which Navalny confirmed. 

 

COVID-19:  Official data show confirmed cases have risen to 63,384,168 worldwide, with 

1,470,971 deaths.  In the United States, confirmed cases rose to 13,546,787 with 268,103 deaths.  

Here is the interactive chart from the Financial Times that allows you to compare cases and 

deaths among countries, scaled by population. 

 

Virology 

• Newly confirmed U.S infections totaled a relatively modest 157,901 yesterday, but 

hospitalizations rose to yet another record of 96,039.  The number in intensive care rose 

to a record of 18,505, prompting further alarm among state and local health officials.  In 

California, Governor Newsom pointed to rising hospitalizations and increasing positive 

test rates as he warned of possible new stay-at-home orders in the state. 

• A new study by the U.S. Centers for Disease Control and Prevention found evidence of 

COVID-19 infection in 106 of 7,389 blood donations collected by the Red Cross from 

mid-December 2019 to mid-January 2020.  The study suggests the virus was spreading in 

the U.S. about a month earlier than previously known. 

• As work on COVID-19 vaccines continues apace, a panel of vaccine experts advising the 

U.S. government is expected to recommend today who should get the initial limited 

supplies of the shots.  Expected to be first in line: health workers treating coronavirus 

patients and nursing-home residents. 

https://www.wsj.com/articles/china-complains-of-u-s-harassment-of-chinese-airline-and-ship-crews-11606748497
https://www.wsj.com/articles/china-complains-of-u-s-harassment-of-chinese-airline-and-ship-crews-11606748497
https://www.wsj.com/articles/nato-should-expand-its-focus-to-include-china-report-says-11606820403?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/nato-should-expand-its-focus-to-include-china-report-says-11606820403?mod=lead_feature_below_a_pos1
https://www.rferl.org/a/russian-opposition-leader-navalny-under-investigation-for-urging-overthrow-of-government-/30978245.html
https://www.rferl.org/a/russian-opposition-leader-navalny-under-investigation-for-urging-overthrow-of-government-/30978245.html
https://www.nytimes.com/live/2020/12/01/world/covid-19-coronavirus?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=LegacyCollection&impression_id=e9dfc280-33cd-11eb-b27e-b7aaa18765fa&variant=1_Show
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/livecoverage/covid-2020-12-01
https://www.wsj.com/articles/covid-19-likely-in-u-s-in-mid-december-2019-cdc-scientists-report-11606782449?mod=hp_lead_pos2
https://www.wsj.com/articles/covid-19-likely-in-u-s-in-mid-december-2019-cdc-scientists-report-11606782449?mod=hp_lead_pos2
https://www.wsj.com/articles/coming-tuesday-an-idea-who-will-get-first-covid-19-vaccines-11606770639
https://www.wsj.com/articles/coming-tuesday-an-idea-who-will-get-first-covid-19-vaccines-11606770639
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• Pfizer (PFE, 38.31) and BioNTech (BNTX, 124.24), as well as their vaccine rival 

Moderna (MRNA, 152,74), formally applied to the European Medicines Agency for 

emergency use of their coronavirus vaccines in the EU.  The agency plans to make a 

judgment on the Pfizer/BioNTech vaccine by December 29 at the latest, while it will 

issue its ruling on Moderna’s candidate by January 12. 

o The timeline potentially means that the distribution of a vaccine in the EU won’t 

happen until January. 

o The vaccine being developed by AstraZeneca (AZN, 52.94) and Oxford 

University won’t be reviewed in the EU until later in January. 

• Sweden’s public health agency has made another policy U-turn, bowing to critics who 

argue it has underestimated the potential for asymptomatic transmission of COVID-19.  

The agency now recommends that children who live with someone infected by the 

disease should stay at home, contrary to previous advice that they should go to school or 

daycare.  The move was a reversal of the October recommendation that adults who live 

with an infected person should receive instructions from a doctor, rather than going to 

work as normal. 

• Scientists investigating why COVID-19 sometimes produces prolonged, “long-haul” 

disabilities think it may trigger postural orthostatic tachycardia syndrome, also known as 

POTS.  The good news is that there are protocols and treatments for POTS.  However, 

progress is often quite slow, and it’s rare for POTS to completely go away, even with 

treatment. 

 

Economic Impacts 

• According to real estate analysts, the recent surge in COVID-19 cases across the U.S. has 

led to an uptick in Americans resuming work at home after some momentum had been 

building for returning to offices. 

• In its latest Global Economic Outlook report, the OECD warned that even though the new 

coronavirus vaccines offer hope for the global economy, there are still many pitfalls to 

overcome, and overall economic activity is unlikely to reach its pre-pandemic level 

before the end of next year. 

 

U.S. Policy Response 

• In a testimony prepared for delivery at a congressional hearing today, Federal Reserve 

Chair Powell will say the central bank’s actions to backstop credit markets after the 

coronavirus convulsed Wall Street this past spring had unlocked almost $2 trillion to 

support businesses, cities and states. 

o The prepared testimony makes no mention of Treasury Secretary Mnuchin’s 

decision not to extend five of those programs past the end of the year, but since 

Mnuchin is also scheduled to testify at the hearing, legislators are likely to probe 

the implications of cutting off those programs in just four weeks. 

o Powell is also expected to caution that even though the prospects for safe and 

effective vaccines are positive, there are also many implementation risks in terms 

https://www.ft.com/content/21f16d65-803d-4b2f-818a-5a1b7c712481
https://www.ft.com/content/21f16d65-803d-4b2f-818a-5a1b7c712481
https://www.ft.com/content/c86c04af-8a9f-41da-9dd6-81c539933685
https://www.ft.com/content/c86c04af-8a9f-41da-9dd6-81c539933685
https://www.wsj.com/articles/for-covid-long-haulers-a-little-known-diagnosis-offers-possible-treatmentsand-new-challenges-11606761541?mod=hp_lead_pos11
https://www.wsj.com/articles/for-covid-long-haulers-a-little-known-diagnosis-offers-possible-treatmentsand-new-challenges-11606761541?mod=hp_lead_pos11
https://www.wsj.com/articles/a-new-setback-for-big-cities-as-return-to-the-office-fades-11606818601?mod=hp_lead_pos5
http://www.oecd.org/economic-outlook/
https://www.ft.com/content/66240dff-2efc-4bb8-9a33-6c5fe2882f95
https://www.ft.com/content/66240dff-2efc-4bb8-9a33-6c5fe2882f95
https://www.wsj.com/articles/federal-reserve-extends-four-emergency-lending-programs-through-march-11606746423
https://www.wsj.com/articles/federal-reserve-extends-four-emergency-lending-programs-through-march-11606746423
https://www.wsj.com/articles/over-fed-objections-lending-programs-will-expire-heres-what-happens-next-11606818600


 

 

20 Allen Avenue, Suite 300 | Saint Louis, MO  63119 | 314.743.5090 

www.confluenceinvestment.com 

 4 

of manufacturing, distribution, and vaccination uptake.  While all that is true, it’s 

important to remember that the more officials remain cautious about 

implementation risks, the more likely they are to keep in place the current 

economic support measures.  For example, many will continue to push for yet 

another fiscal relief package.  That suggests 2021 could be a year when 

widespread vaccinations allow for a major economic recovery, in addition to 

continued fiscal and monetary support.  That goes far toward explaining 

investors’ continued enthusiasm for equities and other risk assets. 

 

Foreign Policy Response 

• Canada’s budget deficit is growing at the fastest rate among developed nations, as its 

officials bet an aggressive approach will pay off in regaining lost jobs. 

o Officials argue that the country can afford to pour money into the economy while 

borrowing costs are historically low. 

o However, some economists warn that the heavy spending could lead to a fiscal 

crisis, and one major ratings firm has already stripped the country of its triple-A 

rating. 

 

U.S. Economic Releases  

 

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

domestic releases and Fed events scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Nov 56.7 56.7 **

10:00 ISM Manufacturing m/m Nov 58.0 59.3 **

10:00 ISM New Orders m/m Nov 67.9 **

10:30 ISM Prices Paid m/m Nov 65.0 65.5 **

10:00 ISM Employment m/m Nov 53.2 **

10:00 Construction Spending MoM m/m Oct 0.8% 0.3% **

Wards Total Vehicle Sales m/m Nov 16.10m 16.21m **

Speaker or event

12:00 Lael Brainard Discusses Community Reinvestment Act

13:15 Mary Daly Speaks at Economic Forecast Act

15:00 Charles Evans makes Opening Remarks at Regional Conference President of the Federal Reserve Bank of Chicago

Fed Speakers or Events

District or position

Members of the Board of Governors

President of the Federal Reserve Bank of San Francisco

 
 

 

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.  

https://www.wsj.com/articles/canadas-covid-19-response-is-to-spend-heavily-and-ignore-the-deficitfor-now-11606825162?mod=lead_feature_below_a_pos1
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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

China Caixin China PMI Mfg m/m Nov 54.9 53.5 53.6 ** Equity bullish, bond bearish

Japan Jobless Rate m/m Oct 3.1% 3.0% 3.1% ** Equity and bond neutral

Job-To-Applicant Ratio m/m Oct 1.04 1.03 1.03 ** Equity bullish, bond bearish

Jibun Bank Japan PMI Mfg m/m Nov F 49.0 48.3 ** Equity and bond neutral

Vehicle Sales y/y Nov 6.0% 31.6% ** Equity and bond neutral

India Markit India PMI Mfg m/m Nov 56.3 58.9 ** Equity and bond neutral

Australia AiG Perf of Mfg Index m/m Nov 52.1 56.3 ** Equity and bond neutral

Markit Australia PMI Mfg m/m Nov 55.8 56.1 ** Equity and bond neutral

CoreLogic House Px m/m Nov 0.7% 0.2% ** Equity bullish, bond bearish

BoP Current Account Balance q/q 3Q A$10.0b A$17.7b A$7.1b ** Equity bullish, bond bearish

Building Approval m/m Oct 3.8% 15.4% -3.0% ** Equity bullish, bond bearish

Commodity Index SDR y/y Nov 2.2% -0.3% ** Equity bullish, bond bearish

New Zealand CoreLogic House Prices y/y Nov 9.2% 8.0% ** Equity bullish, bond bearish

Europe

Eurozone Markit Eurozone Manufacturing PMI m/m Nov 53.8 53.6 53.6 *** Equity and bond neutral

CPI Estimate y/y Nov -0.3% -0.3% -0.2% *** Equity bullish, bond bearish

CPI Core y/y Nov 0.2% 0.2% 0.2% *** Equity and bond neutral

France Markit France Manufacturing PMI m/m Nov 49.6 49.1 49.1 ** Equity and bond neutral

Germany Markit/BME Germany Manufacturing PMI m/m Nov 57.8 57.9 57.9 ** Equity and bond neutral

Unemployment Change (000's) m/m Nov -39.0k -35.0k 8.0k *** Equity bullish, bond bearish

Unemployment Claims Rate SA m/m Nov 6.1% 6.2% 6.3% *** Equity bullish, bond bearish

Italy Markit Italy Manufacturing PMI m/m Nov 51.5 53.8 52.0 ** Equity and bond neutral

GDP WDA q/q 3Q 15.9% 16.1% 16.1% ** Equity and bond neutral

UK Nationwide House PX m/m Nov 0.9% 0.8% 0.2% ** Equity bullish, bond bearish

Markit UK PMI Manufacturing SA m/m Nov 55.6 55.2 55.2 ** Equity and bond neutral

Switzerland GDP q/q 3Q 7.2% -8.2% 6.0% *** Equity and bond neutral

PMI Manufacturing m/m Nov 55.2 52.3 51.6 *** Equity and bond neutral

Russia Markit Russia PMI Mfg m/m Nov 46.3 46.9 47.7 ** Equity bearish, bond bullish

AMERICAS

Mexico Net Outstanding Loans m/m Oct 4711b 4772b ** Equity bullish, bond bearish

Budget Balance YTD m/m Oct -327.4b -308.5b ** Equity and bond neutral

Canada Current Account Balance q/q 3Q -$7.53b -$8.63b -$9.00b ** Equity and bond neutral

Building Permits m/m Oct -14.60% 17.00% -3.90% ** Equity and bond neutral

Industrial Product Price m/m Oct -0.4% -0.1% 0.0% ** Equity bullish, bond bearish  
 

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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Today Prior Change Trend

3-mo Libor yield (bps) 23 22 1 Down

3-mo T-bill yield (bps) 7 8 -1 Neutral

TED spread (bps) 15 15 0 Up

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

10-yr T-note (%) 0.84 0.84 0.00 Neutral

Euribor/OIS spread (bps) -53 -53 0 Neutral

EUR/USD 3-mo swap (bps) 20 18 2 Down

Currencies Direction

dollar Flat Down

euro Up Up

yen Down Up

pound Up Down

franc Up Up

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.100% 0.100% 0.100% On forecast

RBA 3-Yr Yield Target 0.100% 0.100% 0.100% 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

Brent $47.89 $47.88 0.02%

WTI $45.29 $45.34 -0.11%

Natural Gas $2.89 $2.88 0.10%

Crack Spread $8.82 $8.67 1.73%

12-mo strip crack $11.52 $11.39 1.16%

Ethanol rack $1.48 $1.49 -0.71%

Gold $1,800.33 $1,776.95 1.32%

Silver $23.22 $22.64 2.54%

Copper contract $348.60 $343.80 1.40%

Corn contract 427.50$       426.00$       0.35%

Wheat contract 587.25$       585.00$       0.38%

Soybeans contract 1,170.50$    1,168.50$   0.17%

Baltic Dry Freight 1227 1230 -3

Actual Expected Difference

Crude (mb) -1.7

Gasoline (mb) 2.0

Distillates (mb) -1.5

Refinery run rates (%) 0.55%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer temperatures for most of the country, 

with cooler temperatures in the Southeast.  Dry conditions are expected throughout most of the 

country, with wet conditions expected along the New England coast. 
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Asset Allocation Weekly 
 

Confluence Investment Management offers various asset allocation products which are managed using 

“top down,” or macro, analysis. We report asset allocation thoughts on a weekly basis, updating this 

section every Friday. Note that this report is also offered as a separate document on our website. 
 

November 20, 2020 
 

In the aftermath of the election and favorable news on vaccine progress, we have seen a notable 

backup in interest rates.  The 10-year T-note yield is flirting with 1%.  In this report, we will 

examine the future path of long-duration interest rates. 

 

We start with our 10-year T-note yield model. 
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The model, which uses fed funds, the 15-year average of CPI (an inflation expectations proxy), 

the JPY/USD exchange rate, oil prices, German 10-year bond yields, and the fiscal deficit, 

suggests the fair value yield is near 140 bps.  Although this fair value is historically low, it is 

well above the current rate of around 90 bps.  In the absence of outside interference, it would not 

be unreasonable to expect yields to continue to drift higher.  However, we do expect weaker 

economic growth in Q4 2020 and Q1 2021, so the pace of increases may slow. 

 

However, the potential for outside intervention is high.  The issue comes down to Federal 

Reserve policy.  The U.S. central bank has hinted at the possibility of yield curve control.  So far, 

the Fed has not taken concrete steps to implement fixing long-duration interest rates.  But a rapid 

rise in such rates would not be welcome because it would have an adverse effect on the mortgage 

and housing markets. 

 

https://www.confluenceinvestment.com/category/asset-allocation-reports/asset-allocation-weekly/
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Mortgage rates, relative to the 10-year Treasury, spiked in April.  The spread has narrowed since 

then but remains above 2%, which is elevated.  If rising T-note rates lead to higher mortgage 

rates, it will tend to stifle part of the economy that is showing promise.  This may lead the Fed to 

try to slow the rise in long-duration interest rates.   

 

At the same time, a low interest rate regime tends to act as a headwind for banks.  This factor 

may encourage the Fed to allow long-term rates to rise modestly.  But we doubt that 

policymakers would be comfortable with a 10-year T-note yield in excess of 1.25%.  If rates 

approach that level soon, we would not be surprised to see the Fed signal it isn’t pleased with the 

development.  And so, we may see a further rise in long-term interest rates, but a move to revert 

to the rate levels seen before 2008 is improbable.   
 

 

 

 

Past performance is no guarantee of future results. Information provided in this report is for educational and illustrative 

purposes only and should not be construed as individualized investment advice or a recommendation. The investment or strategy 

discussed may not be suitable for all investors. Investors must make their own decisions based on their specific investment 

objectives and financial circumstances. Opinions expressed are current as of the date shown and are subject to change.  
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Data Section 
 

U.S. Equity Markets – (as of 11/30/2020 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 11/30/2020 close) 
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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). 

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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Based on our methodology,1 the current P/E is 28.3x, 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. 


