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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: December 2, 2019—9:30 AM EST] Global equity markets are mixed this morning.  

The EuroStoxx 50 is down 0.3% from its last close.  In Asia, the MSCI Asia Apex 50 closed up 

0.2%.  Chinese markets were higher, with the Shanghai composite up 0.1% and the Shenzhen 

index up 0.2% from the prior close.  U.S. equity index futures are signaling a higher open.  With 

487 companies having reported, the S&P 500 Q3 earnings stand at $42.60, higher than the 

$41.08 forecast for the quarter.  The forecast reflects a 4.0% decrease from Q3 2018 earnings.  

Thus far this quarter, 76.0% of the companies reported earnings above forecast, while 16.8% 

reported earnings below forecast.   

 

Welcome back!  Hope all had a great holiday; it’s now December, the last month of 2019.  

Ursula von der Leyen finally gets to take over as head of the EU commission.   It’s a modest 

risk-on morning.  Here are the details: 

 

China:  A few news items of note.  First, PMI data (see below) came in better than forecast. The 

official manufacturing PMI for November rose to a seasonally-adjusted 50.2, up from 49.3 in 

October and 49.8 in September.  For the first time since April, the index now stands above the 50 

level that points to expanding activity.  The November Caixin-Markit PMI, which is more 

heavily weighted toward private firms and exporters, remained in expansion territory for a fourth 

straight month and rose to a three-year high of 51.8.  The figures are being taken as a tentative 

sign that the Chinese economy may be on the verge of accelerating again.  That’s proving to be a 

positive for global risk assets so far today. 

 

 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://twitter.com/vonderleyen/status/1201090376221769729?s=20&utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://www.wsj.com/articles/global-stocks-gain-on-optimism-tied-to-china-europe-economies-11575280995?shareToken=st8d50c9d066864c82b2429462f2ec76a6
https://www.wsj.com/articles/global-stocks-gain-on-optimism-tied-to-china-europe-economies-11575280995?shareToken=st8d50c9d066864c82b2429462f2ec76a6
https://www.wsj.com/articles/china-manufacturing-gauge-shows-4th-month-of-expansion-11575254013?shareToken=st71748e35de24471dbee0fdf495e683af
https://www.ft.com/content/6b4903e8-14aa-11ea-9ee4-11f260415385
https://www.wsj.com/articles/china-manufacturing-gauge-shows-4th-month-of-expansion-11575254013
https://www.wsj.com/articles/china-manufacturing-gauge-shows-4th-month-of-expansion-11575254013
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Second, PBOC governor Gang suggested the world economic downturn “will stay for a long 

time” and dismissed unconventional easing as a policy tool.  Third, positions on trade appear to 

have hardened; the Global Times, a mouthpiece for the CPC, indicated that a Phase 1 trade deal 

will require the rollback of current tariffs, something unlikely to occur.  With both the U.S. and 

Chinese economy looking somewhat better, both sides likely believe their position has been 

strengthened and thus the urgency to make a deal is reduced.  Fourth, although Chinese officials 

are unhappy with the recent Hong Kong human rights bills, Beijing is not tying the bills to trade.  

Instead, it is limiting the actions of U.S. NGOs1 and has said it will no longer allow U.S. military 

ships or aircraft to visit Hong Kong.   

 

A world of unrest:  There are a plethora of protests around the world; here is a quick guide; 

 

1. Malta:  Over two years ago, an investigative journalist named Daphne Galizia died in a 

car bombing.  The murder occurred as she was investigating corruption in the 

government.  A degree of unrest has continued since her death and has reached a fever 

pitch recently.  Protestors demanded the resignation of PM Joseph Muscat; he has agreed 

to leave next year when his Labor party picks a replacement.  A Maltese businessman has 

been charged in the murder; however, it seems unlikely that there was no involvement of 

government officials in the event. 

2. Hong Kong:  After a period of post-election peace, peaceful protests over the weekend 

were met with tear gas.   

3. Iran:  The protests that began last week following a cut in gasoline subsidies has become 

increasingly difficult for the regime to contain.  Repression has escalated, with at least 

180 fatalities.   Cheap gasoline is part of the social contract Iran has made with its 

citizens; such arrangements are common with OPEC nations2 and raising prices to a 

fraction of global prices tends to trigger strong reactions.  The problem for the Iranian 

leadership is that this price increase is hitting the ones the regime relies on for political 

support, and thus the risks to the government may be higher than expected.  On a side 

note, in what has to be a classic act of tone deafness, a number of European nations have 

joined the Instex payment mechanism, a European alternative to S.W.I.F.T., designed to 

allow Iran to avoid U.S. sanction.  Taking such steps in the midst of Iranian repression is 

remarkable.   

4. Iraq:  Continuing protests against widespread corruption and the influence of Iran on 

Iraqi politics has led to the resignation of the prime minister.  Similar to what we are 

seeing in Lebanon, Iraqis want to change the current power sharing arrangement between 

the Shiites, Kurds and Sunnis to broaden representation.   

5. Czech Republic:  Saturday, the eve of the 30th anniversary of the Velvet Revolution, 

brought an estimated 200k to the streets of  Prague protesting the corruption of the 

current government.   

                                                 
1 Who are already restricted. 
2 Venezuela also offered cheap petrol. 

https://www.forexlive.com/centralbank/!/pboc-governor-yi-warns-downturn-will-stay-for-a-long-time-20191202
https://www.forexlive.com/centralbank/!/pboc-governor-yi-warns-downturn-will-stay-for-a-long-time-20191202
https://www.axios.com/newsletters/axios-markets-6b4c1130-2de8-4dd7-8116-06449bc6cfeb.html?chunk=2#story2
https://www.reuters.com/article/us-usa-trade-china-tariffs/china-wants-u-s-tariffs-rolled-back-in-phase-one-trade-deal-global-times-idUSKBN1Y50Q4
https://apnews.com/30458ce0af5b4c8e8e8a19c8621a25fd
https://www.bloomberg.com/news/articles/2019-12-02/china-to-sanction-ngos-halt-u-s-navy-visits-over-hong-kong?srnd=premium
https://nyti.ms/2L02NaE
https://www.ft.com/content/835d5fc2-14ca-11ea-9ee4-11f260415385
https://www.ft.com/content/835d5fc2-14ca-11ea-9ee4-11f260415385
https://www.cnn.com/2019/11/30/europe/daphne-caruana-galizia-qa-intl/index.html
https://timesofmalta.com/articles/view/thousands-march-in-valletta-as-protestors-keep-up-the-pressure.754096?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://www.politico.eu/article/maltese-pm-joseph-muscat-to-step-down-next-year/?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://www.politico.eu/article/maltese-pm-joseph-muscat-to-step-down-next-year/?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://www.ft.com/content/1503d724-1455-11ea-9ee4-11f260415385?emailId=5de4860a85ab440004dcac52&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://nyti.ms/34DouFh
https://www.theguardian.com/world/2019/nov/30/maltese-businessman-charged-with-complicity-to-journalist?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://nyti.ms/2DzbIfd
https://nyti.ms/2DzbIfd
https://www.washingtonpost.com/world/asia-pacific/tear-gas-returns-to-hong-kong-as-police-disperse-authorized-protest-march/2019/12/01/ee5c860a-1415-11ea-924c-b34d09bbc948_story.html?utm_campaign=todays_worldview&utm_medium=Email&utm_source=Newsletter&wpisrc=nl_todayworld&wpmm=1
https://en.radiofarda.com/a/death-toll-of-iran-protests-rises-as-families-speak-out-after-news-blackout-/30299124.html?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://nyti.ms/2Yd2bUM
https://www.wsj.com/articles/iran-takes-hard-line-to-keep-protests-down-11575288000?shareToken=stabb2aefad18b44d4b1cc07a94917fa61
https://www.wsj.com/articles/iran-takes-hard-line-to-keep-protests-down-11575288000?shareToken=stabb2aefad18b44d4b1cc07a94917fa61
https://www.politico.eu/article/iran-petrol-gasoline-oil-price-hike-khamenei/?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://www.politico.eu/article/iran-petrol-gasoline-oil-price-hike-khamenei/?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://www.regjeringen.no/no/aktuelt/instex_fellesuttalelse/id2680468/?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://www.regjeringen.no/no/aktuelt/instex_fellesuttalelse/id2680468/?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
https://www.nytimes.com/2019/11/27/world/middleeast/iraqi-protest-najaf-iran-burn.html
https://www.washingtonpost.com/world/middle_east/iraqs-prime-minister-steps-down-with-country-on-edge/2019/12/01/8c2d1480-137b-11ea-924c-b34d09bbc948_story.html?utm_campaign=todays_worldview&utm_medium=Email&utm_source=Newsletter&wpisrc=nl_todayworld&wpmm=1
https://www.wsj.com/articles/iraq-rocked-by-protests-enters-new-phase-of-uncertainty-after-premiers-resignation-11575209294?shareToken=stcb83eb790d0d460ab68545df9c7528f9
https://en.wikipedia.org/wiki/Velvet_Revolution
https://www.politico.eu/article/czechs-rally-against-andrej-babis-marie-benesova-on-eve-of-velvet-revolution-celebrations/?utm_source=POLITICO.EU&utm_campaign=f35e248850-EMAIL_CAMPAIGN_2019_12_02_06_11&utm_medium=email&utm_term=0_10959edeb5-f35e248850-190334489
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There is a common theme in all these protests—a growing disenchantment with the ruling elites 

who are seen as protecting their own interests against the needs of the majority.  There are 

clearly local catalysts, but the common element is anger against government leaders. 

 

OPEC:  The cartel and Russia meet this week in Vienna to discuss extending current output 

curbs. On Friday, doubts about the extension sent crude prices tumbling.  We are seeing a partial 

recovery this morning as Saudi Arabia is lobbying for extending current cuts to mid-2020.  

Additionally, in a surprise move, Iraq is touting an additional cut of 400 kbpd.   

 

Germany:  Chancellor Merkel’s junior coalition partner, the Social Democratic Party, elected 

two new leaders that have vowed to pull their support for the government unless it veers sharply 

to the left.  Merkel’s fall isn’t necessarily imminent, but the development confirms that her days 

in power are numbered.  It also suggests that in the coming years, Germany could adopt much 

more fiscal stimulus than at present. 

 

Hong Kong:  The city government released a forecast showing Hong Kong’s budget will be in 

deficit in fiscal year 2019-2020, marking its first shortfall in 15 years.  The deficit stems from the 

economic disruptions from months of mass anti-China protests.  The government also said Hong 

Kong’s October retail sales were down a whopping 24.3% year-over-year. 

 

 
 

United States-Brazil-Argentina:  Opening an unexpected new trade battle, President Trump 

said he would restore retaliatory tariffs on steel and aluminum from Brazil and Argentina.  To 

justify the move, the president suggested Brazilian and Argentine officials have been deliberately 

devaluing their currencies, even though the depreciations make sense in the context of economic 

issues like falling interest rates in Brazil and political fears in Argentina.  The unexpected new 

trade battle has taken a bit of wind out of the market, in spite of the positive news on Chinese 

manufacturing.   

 

https://www.wsj.com/articles/saudis-push-for-longer-lasting-opec-cuts-as-aramco-ipo-approaches-11575214071?shareToken=st62bb9a818d5e4776917eaeb6584f4592
https://www.bloomberg.com/news/articles/2019-12-01/opec-to-consider-deeper-output-cuts-iraq-oil-minister-says
https://www.wsj.com/articles/merkel-critics-win-social-democratic-leadership-contest-threatening-government-11575144780?mod=world_major_1_pos4
https://www.wsj.com/articles/merkel-critics-win-social-democratic-leadership-contest-threatening-government-11575144780?mod=world_major_1_pos4
https://www.wsj.com/articles/merkel-critics-win-social-democratic-leadership-contest-threatening-government-11575144780?mod=world_major_1_pos4
https://www.ft.com/content/835d5fc2-14ca-11ea-9ee4-11f260415385
https://www.ft.com/content/835d5fc2-14ca-11ea-9ee4-11f260415385
https://www.wsj.com/articles/trump-restores-tariffs-on-steel-and-aluminum-shipped-from-argentina-brazil-11575288359?mod=hp_lead_pos1
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European Union:  Finland’s government (which currently holds the EU’s rotating presidency) 

proposed cutting “cohesion” funding to poorer countries to 1.07% of gross national income.  

That would fund the program at much less than the 1.30% of GNI proposed by the European 

Parliament and the 1.11% proposed by the European Commission, but it would be much closer 

to the 1.0% of GNI demanded by rich countries like Germany. 

 

Brexit:  In an interview with the Financial Times, EU financial services chief Dombrovskis 

warned British financial firms could lose access to the EU market if Britain’s post-Brexit rules 

on financial stability and consumer protections stray too far from EU standards.  Other EU 

officials have recently made similar threats, which suggests:  a) EU officials fear the economic 

competition that could come from a lightly regulated “Singapore-on-the-Thames” Britain after it 

leaves the EU, and b) Those officials may be willing to play hardball to keep Britain bound more 

closely by EU rules.  With the election a mere 11 days away, the Tories continue to poll around 

43%; however, Labour is surging, and given the collapse of the Brexit party, a Labour-

Liberal/Democrat-SNP coalition would actually pull 50% of the vote.  It isn’t completely clear if 

such a coalition can form, but it may be the only real threat to a Tory government.   

 

U.S. Economic Releases 

 

There were no domestic releases scheduled prior to the publication of this report. The table 

below shows the economic releases scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m nov 52.2 52.2 ***

10:00 ISM Manufacturing m/m oct 49.2 48.3 ***

10:00 ISM Prices Paid m/m oct 48.3 47.7 **

10:00 ISM New Orders m/m oct 47.0 45.5 **

10:00 ISM Employment m/m oct 49.1 **

10:00 Construction Spending m/m oct 0.4% 0.5% ***

Fed Speakers or Events

Economic Releases

No speakers or events scheduled  
 

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.  
 

https://www.ft.com/content/f3dd5aaa-14d3-11ea-8d73-6303645ac406
https://www.ft.com/content/59569142-12c9-11ea-a7e6-62bf4f9e548a
https://www.ft.com/content/263615ca-d873-11e9-8f9b-77216ebe1f17
https://www.ft.com/content/263615ca-d873-11e9-8f9b-77216ebe1f17
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

New Zealand Trade Balance NZD m/m oct -1013 Mil. -1319 Mil. -1000 Mil. *** Equity and bond neutral

Exports NZD m/m oct 5.03 Bil. 4.36 Bil. 5.000 Bil. ** Equity and bond neutral

Imports NZD m/m oct 6.05 Bil. 5.68 Bil. 6.000 Bil. ** Equity and bond neutral

South Korea Consumer Confidence m/m nov 100.9 98.6 * Equity and bond neutral

China Industrial Profits y/y oct -9.9% -5.3% * Equity bearish, bond bullish

EUROPE

Germany Import Price Index y/y oct -3.5% -2.5% -3.5% ** Equity and bond neutral

France Consumer Confidence m/m nov 106.0 104.0 103.0 ** Equity bullish, bond bearish

Italy Consumer Confidence m/m nov 108.5 111.5 111.7 ** Equity bearish, bond bullish

Manufacturing Confidence m/m nov 98.9 99.5 99.8 ** Equity bearish, bond bullish

Economic Sentiment m/m nov 99.1 98.9 * Equity and bond neutral

AMERICAS

Mexico Trade Balance m/m oct -725.6 Mil. -$116.2 Mil. -$1938 Mil. ** Equity and bond neutral

Unemployment Rate m/m oct 3.6% 3.5% 3.5% ** Equity and bond neutral

Brazil Total Outstanding Loans m/m oct 3373 Bil. 3361 Bil. 3368 Bil. * 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. 

 
Today Prior Change Trend

3-mo Libor yield (bps) 192 192 0 Down

3-mo T-bill yield (bps) 157 156 1 Neutral

TED spread (bps) 35 36 -1 Neutral

U.S. Libor/OIS spread (bps) 155 156 -1 Up

10-yr T-note (%) 1.75 1.74 0.01 Down

Euribor/OIS spread (bps) -40 -40 0 Down

EUR/USD 3-mo swap (bps) 14 14 0 Down

Currencies Direction

dollar Up Up

euro Flat Down

yen Down Down

pound Up Up

franc Flat Down  
 

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. 
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Price Prior Change Explanation

Brent $64.38 $64.27 0.17%

WTI $58.51 $58.41 0.17%

Natural Gas $2.55 $2.53 0.75%

Crack Spread $16.35 $16.31 0.26%

12-mo strip crack $18.45 $18.37 0.45%

Ethanol rack $1.77 $1.75 0.97%

Gold $1,457.82 $1,461.39 -0.24%

Silver $17.04 $17.08 -0.23%

Copper contract $270.25 $269.75 0.19%

Corn contract 379.25$       378.25$       0.26%

Wheat contract 532.50$       531.00$       0.28%

Soybeans contract 886.75$       884.25$       0.28%

Baltic Dry Freight 1426 1351 75

Actual Expected Difference

Crude (mb) 1.4 1.5 -0.1

Gasoline (mb) 1.8 0.8 1.0

Distillates (mb) -1.0 -1.0 0.0

Refinery run rates (%) 1.70% 1.00% 0.70%

Natural gas (bcf) -94.0 -25.0 -69.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather  
 

The 6-10 day forecast is calling for cooler-than-normal temperatures throughout the East Coast 

and the upper Midwest, with wet conditions in the Southwest. By contrast, the 8-14 day forecast 

calls for temperatures to normalize across most of the country with warmer-than-normal 

temperatures in Texas and the Great Plains; the forecast calls for wet conditions throughout most 

of the country, but especially in the Northwest and Southwest. 
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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.  
 

November 22, 2019 
 

(NB: Due to the Thanksgiving holiday, the next report will be published on December 6.) 

 

The health of the consumer is critical to the future path of economic growth.  For the most part, 

consumption is accounting for most of the growth in the economy. 
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This chart shows the four-quarter average of the contribution to real GDP from consumption 

compared to the net of the contribution from government, investment and net exports.  Over 

recent business cycles, the contribution outside of consumption has diminished.  The other sign 

from the data is that the risk of recession rises when consumption’s contribution declines below 

2%.   

 

Household debt plays a role in consumption.  The New York FRB has a data series on consumer 

debt that has just been recently updated.  The balance of household debt is now $13.95 trillion, a 

new record high.  However, on a per capita basis, we remain below the previous record. 
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From its peak of $53.0k in Q3 2008, this measure of debt declined to $44.5k in Q3 2013.  Since 

then, it has gradually increased.  However, it has not reached levels that would trigger significant 

concern.  In the last expansion, per capita debt growth was 10.9%; in this expansion the average 

growth is -0.4%. 

 

As a percentage of the total, housing debt has been declining relative to auto and student loans. 
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In 2012, housing represented about 76.9% of outstanding household loans; it now stands at 

70.5%.  Both student and auto loans have increased.  The median credit score for mortgages is a 

rather strong 763. 
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Auto loans is a bit lower, at 710, but credit quality has been improving, mostly a reflection of 

higher delinquencies.  Lenders appear to be increasing their caution. 
 

 
 

Overall, the data suggests that the areas of greatest concern are auto and student loans; lenders do 

appear to be addressing the auto loan issue by becoming more selective in granting credit.  

Student loans, which have a 90+-day delinquency rate of around 10% since 2012, are ultimately 

a public policy issue, but until this issue is resolved these loans will have an adverse impact on 

spending.  If there is going to be a financial crisis, this data would suggest it probably won’t 

come from the household sector. 
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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 11/29/2019 close) 
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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 11/29/2019 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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P/E Update 
 

November 21, 2019 
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P/E as of 11/20/2019 = 19.0x

 
 

Based on our methodology,3 the current P/E is 19.0x, up 0.5x from last week.  The rise in the P/E 

is due to the adjustment to Q3 earnings by shifting to Standard and Poor’s calculation of 

operating earnings from Thomson/Reuters, whose I/B/E/S provides earnings estimates. This 

event happens each quarter due to the divergence between the two series.   

 
 
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. 
 

                                                 
3 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. 


