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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 7, 2020—9:30 AM EST] Global equity markets are generally lower this 

morning.  The EuroStoxx 50 is down 0.5% from its last close.  In Asia, the MSCI Asia Apex 50 

is relatively unchanged.  Chinese markets were lower, with the Shanghai Composite down 0.8% 

from the prior close, and the Shenzhen Composite down 0.3%.  U.S. equity index futures are 

signaling a lower open.   

 

Good morning and happy Monday.  It’s the 79th anniversary of Pearl Harbor.  Equity markets are 

lower this morning.  Our coverage starts with Brexit; negotiations are coming to an end, and the 

“level playing field” issue appears to be the final sticking point.  An update on the EU budget 

follows.  Pandemic news is next.  There is an update on China; export data was stellar.  

Economic news follows. A roundup of news from India, Venezuela, Saudi Arabia, and Russia 

wraps things up.  Here are the details: 

 

Brexit:  Where to begin?  The EU Commission President von der Leyen and PM Johnson issued 

a short statement about continued negotiations.  The EU chief negotiator Barnier warns that he 

“cannot guarantee” a deal after 10 hours of talks yesterday.  Talks are said to be on a “knife 

edge.”  The GBP fell hard on reports of this friction.  There are also reports that the fisheries 

issue has been resolved, although we still don’t have official confirmation.  In the end, the last 

real sticking point is that the U.K. wants the freedom to make its own regulations and rules; the 

EU worries that if it gives Britain trade access, it will face an unequal regulatory environment 

that will give the U.K. an advantage.  Thus, the EU wants the U.K. to follow EU rules if it wants 

access; the U.K. views this as undermining the whole point of Brexit.  However, it isn’t just this 

issue; there are long-standing differences between Britain and the continent that are tied to 

centuries of history.  Reports are that France is hewing to a hardline position.  This should come 

as no surprise.  At the same time, a hard Brexit isn’t necessarily the most likely outcome.  It 

should be possible to create mechanisms that allow the EU to apply sanctions if the U.K. engages 

in regulatory arbitrage.  Thus, there is an element of political theater, and we still expect that a 

deal will be made.  Albeit, only at the last moment.  At the same time, it doesn’t look like the 

U.K. is ready for the trade environment that it has already agreed upon.  Some degree of 

disruption is likely even with a deal.  If there is no deal, expect a sharp drop in the GBP, to the 

$1.15/$1.20 area.  This won’t last and should be seen as a buying opportunity for U.K. assets.  

 

EU Budget:  Budget talks continue with a meeting scheduled for Thursday to get final approval 

on the €750 billion aid budget.  The sticking point is that the law denies fund access to countries 

deemed to not have an independent judiciary, a rule targeted at Hungary and Poland.  Last week, 

it appeared that Poland may have been willing to make concessions.  Over the weekend, the 
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right-wing press thundered about Polexit.  We don’t think Poland will leave the EU anytime 

soon, but it does suggest discussions will be tense.  This budget deal is historic; the creation of a 

Eurobond would be a huge step in making the euro a competitor to the dollar for reserve 

purposes.  Chancellor Merkel’s support for this measure could be her lasting legacy, so we will 

be watching to see if she can manage to get this budget passed.   

 

COVID-19:  The number of reported cases is 67,178,542 with 1,537,975 fatalities.  In the U.S., 

there are 14,761,542 confirmed cases with 282,345 deaths.  For illustration purposes, the FT has 

created an interactive chart that allows one to compare cases across nations using similar scaling 

metrics.  The FT has also issued an economic tracker that looks across countries with high-

frequency data on various factors.  U.S. hospitalizations have hit a new record.  The chart below 

shows that U.S. infection levels are rising, while the EU appears to have peaked. 

 

 
   (Source:  FT) 

 

Virology 

• We are watching the rollouts of vaccines around the world.  It is our first look at how the 

distribution is working in real-time. 

o In the U.K., nursing homes are getting the first cut while the medical staff is left 

to wait.  Britain moved early to approve emergency use for the vaccine. 

o Russia is starting mass immunizations using its vaccine.  The West considers the 

Russian vaccine untested, so we will be watching for adverse reactions. 

o In the U.S., nursing homes could receive the vaccine by the end of this month.   

• Sweden, which had implemented mostly voluntary guidelines for managing the 

pandemic, has moved to mandatory restrictions as infection rates soar.   

• There has been some preliminary analysis regarding whether early exposure to other 

coronaviruses granted some level of immunity to COVID-19.  This sort of thing isn’t 
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unusual; the early vaccinations for smallpox came from cowpox.  The focus is on East 

Asia, which dealt with SARS in 2003.  There is speculation that this exposure gave some 

level of immunity, and thus, has led to lower death rates.   

• Fernando Gaviria, a Colombian professional cyclist, has confirmed COVID-19 

reinfection.  His first infection was severe enough to put him in the hospital for two 

weeks.  The story is good and bad news.  The bad news is that he tested positive for the 

virus; the good news is that he was asymptomatic.  Reinfection is a problem.  If it 

becomes common, it would mean the virus would become endemic, meaning that even 

with a vaccine, it would still circulate.  It may also mean that repeat infections may not be 

as severe. 

China:  Exports rose sharply in November, up 21.1% from last year in dollar terms.  Imports 

rose by 4.5%.   

 

 
 

On a non-seasonally adjusted basis, this is a record trade surplus.  Goods demand has been 

elevated while services have been depressed, which boosted China’s exports.   

• FTSE-Russell is pulling listings that have been banned by the U.S. for their ties to the 

Chinese military.  Other providers are considering a similar move.   

• The TikTok deadline has passed; the app apparently still works, as the U.S. is still in talks 

to allow it to remain available.   

• In further evidence that the U.S. is preparing for a Cold War with China, Congress is 

creating a new framework for dealing with China that will better coordinate efforts to 

deal with Beijing.   

https://www.wsj.com/articles/the-pro-cyclist-who-caught-covid-twice-11606919308?st=85qgbk1ax7h8os2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/the-pro-cyclist-who-caught-covid-twice-11606919308?st=85qgbk1ax7h8os2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/china-exports-generate-record-trade-surplus-11607324070?st=21nsj0r64glh9ab&reflink=desktopwebshare_permalink
https://www.ft.com/content/99d9fea1-db30-4dd3-a41a-7245a2eb090a?emailId=5fce0e2cc0271f0004004bf4&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2&desktop=true#myft:notification:instant-email:content
https://www.ft.com/content/99d9fea1-db30-4dd3-a41a-7245a2eb090a?emailId=5fce0e2cc0271f0004004bf4&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2&desktop=true#myft:notification:instant-email:content
https://www.ft.com/content/d7ba9df0-282d-49cc-9bcb-e896af4a331a
https://www.ft.com/content/043c4774-6645-4a5e-b268-195825aa114b
https://www.washingtonpost.com/national-security/biden-china-ndaa-defense-bill/2020/12/05/53ffe71e-3660-11eb-b59c-adb7153d10c2_story.html?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%2F2d5ad10%2F5fcdb5f59d2fda0efb8125e0%2F596b53f6ae7e8a44e7d597a3%2F51%2F86%2F860efe1a8d0e17e362d76014014ee4c6
https://www.washingtonpost.com/national-security/biden-china-ndaa-defense-bill/2020/12/05/53ffe71e-3660-11eb-b59c-adb7153d10c2_story.html?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%2F2d5ad10%2F5fcdb5f59d2fda0efb8125e0%2F596b53f6ae7e8a44e7d597a3%2F51%2F86%2F860efe1a8d0e17e362d76014014ee4c6
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• Washington is preparing new sanctions on Chinese officials over the recent decision by 

Beijing to disqualify elected opposition legislators in Hong Kong.   

• China continues its efforts to argue that COVID-19 didn’t originate in China.   

Economics and Policy:  It’s a busy week for policymakers. 

• By December 11, Congress will need to pass a short-term budget measure to fund the 

government for a week.  This will allow for more substantial talks for a longer-term 

measure.  There are also ongoing talks for pandemic relief.  There is bipartisan support 

for pandemic relief, but it isn’t clear if the leadership is willing to accept the current 

measure.   

• Chick-fil-A is suing major poultry producers, accusing them of price-fixing.   

• A new breed of “buy now, pay later” firms are emerging that allow purchasers to order 

items online and pay them off in installments with no interest.  The firms make their 

money through merchant fees.  It would appear that these firms are a threat to the credit 

card issuers; if they are, we would expect a flurry of mergers.   

Foreign roundup: 

• Indian farm protests continue; small farmers are worried that deregulation will lead to 

consolidation and push them off their land.  We suspect this is exactly the goal of 

deregulation, as additional larger farms would boost productivity.  Farmers have been 

lighting bonfires with chaff to wage their protests.   

• Saudi Arabia has been engaged in a flurry of negotiations.  It has been working to end the 

blockade of Qatar, and there are reports of backchannel negotiations with Israel.  The 

pushback has started; over the weekend, Prince Turki al-Faisal, the former intelligence 

chief with close ties to King Salman, slammed the idea of a deal with Israel.  Our read?  

The old guard in Saudi Arabia is reluctant to make a deal with Israel; CP Salman, the son 

of the king, is likely more open to such a deal, as it will be necessary to create a bulwark 

against not just Iran but Turkey as well.   

• The U.S. deployed cyber operatives in Estonia last month to monitor Russian activity 

surrounding the election. 

• Legislative elections were held in Venezuela yesterday, and it is very likely Maduro’s 

coalition will dominate the body.  It had been held by the opposition, but parties opposed 

to Maduro decided to boycott the election, ensuring Maduro will get control.   

 

U.S. Economic Releases  

 

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

domestic releases scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

15:00 Consumer Credit m/m Oct $16.100b $16.124b **

Fed Speakers or Events

No speakers or events scheduled  

https://uk.reuters.com/article/uk-usa-china-sanctions-exclusive/exclusive-u-s-preparing-new-sanctions-on-chinese-officials-over-hong-kong-crackdown-sources-idUKKBN28H032?il=0
https://nyti.ms/3osmGsh
https://www.politico.com/news/2020/12/06/congress-hell-week-lame-duck-443215
https://www.wsj.com/articles/lawmakers-look-to-short-term-funding-measure-as-spending-talks-continue-11607293308?st=ykfvyak0ouhqcah&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/stimulus-defense-bill-on-congresss-long-to-do-list-11605032240?st=iypygo9x4s9jwkq&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/stimulus-defense-bill-on-congresss-long-to-do-list-11605032240?st=iypygo9x4s9jwkq&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/weakening-jobs-numbers-spur-covid-aid-efforts-11607105486?st=rqlnng8na6a7775&reflink=desktopwebshare_permalink
https://www.ft.com/content/9c174b9c-f8f0-479c-b1af-72ac208dc4c2?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.ft.com/content/9c174b9c-f8f0-479c-b1af-72ac208dc4c2?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.wsj.com/articles/chick-fil-a-sues-poultry-suppliers-alleging-price-fixing-11607289472?st=rcm17k99589w116&reflink=desktopwebshare_permalink
https://finance.yahoo.com/news/buy-now-pay-later-apps-boom-pandemic-162408177.html
https://www.nytimes.com/video/world/asia/100000007479323/india-farmers-protest.html?searchResultPosition=1
https://www.washingtonpost.com/world/asia_pacific/india-farmers-protest-delhi-reforms/2020/12/04/98db8634-3414-11eb-9699-00d311f13d2d_story.html?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%2F2d5ad13%2F5fcdb5f59d2fda0efb8125e0%2F596b53f6ae7e8a44e7d597a3%2F57%2F86%2F860efe1a8d0e17e362d76014014ee4c6
https://www.washingtonpost.com/world/asia_pacific/india-farmers-protest-delhi-reforms/2020/12/04/98db8634-3414-11eb-9699-00d311f13d2d_story.html?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%2F2d5ad13%2F5fcdb5f59d2fda0efb8125e0%2F596b53f6ae7e8a44e7d597a3%2F57%2F86%2F860efe1a8d0e17e362d76014014ee4c6
https://www.wsj.com/articles/israels-netanyahu-meets-saudi-crown-prince-hebrew-media-says-11606120497?st=rg94q700k4es3xg&reflink=desktopwebshare_permalink
https://www.ft.com/content/0ec08c2a-5ff3-4284-b039-7fafcc578a35?emailId=5fcdb87453693a0004765c9c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://nyti.ms/2VtCxKM
https://www.ft.com/content/12075595-b325-4426-bb8f-3db86e5195af?emailId=5fcdb87453693a0004765c9c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/12075595-b325-4426-bb8f-3db86e5195af?emailId=5fcdb87453693a0004765c9c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.reuters.com/article/us-venezuela-election/venezuela-votes-for-parliament-as-opposition-denounces-fraud-idUSKBN28G056
https://www.reuters.com/article/us-venezuela-election/venezuela-votes-for-parliament-as-opposition-denounces-fraud-idUSKBN28G056
https://www.wsj.com/articles/venezuelas-maduro-tightens-grip-as-opposition-boycotts-elections-11607296455?st=q60qz4l3stno5xa&reflink=desktopwebshare_permalink
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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. 

 
Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Trade Balance m/m Nov $75.43b $58.44b $53.75b ** Equity bullish, bond bearish

Foreign Reserves m/m Nov $3178.49b $3127.98b $3150.00b ** Equity and bond neutral

Japan Leading Index CI m/m Oct 93.8 92.5 93.30 ** Equity and bond neutral

Coincident Index m/m Oct 89.7 81.1 85.8 ** Equity bullish, bond bearish

Australia AiG Perf of Services Index m/m Nov 52.9 51.4 ** Equity bullish, bond bearish

ANZ Job Advertisements m/m Nov 13.9% 9.4% ** Equity bullish, bond bearish

Foreign Reserves m/m Nov A$58.7b A$61.6b ** Equity and bond neutral

Europe

Eurozone Sentix Investor Confidence m/m Dec -2.7 -10 -7.8 *** Equity and bond neutral

Germany Industrial Production SA m/m Oct 3.2% 1.6% 1.6% *** Equity bullish, bond bearish

Switzerland Domestic Sight Deposits CHF w/w 44169 639.3b 644.4b * Equity and bond neutral

Total Sight Deposits CHF w/w 4-Dec 705.3b 706.5b * Equity and bond neutral

Foreign Currency Reserves m/m Nov 875.9b 871.5b * Equity and bond neutral

AMERICAS

Mexico Vehicle Production m/m Nov 312184 347829 ** Equity and bond neutral

Vehicle Exports m/m Nov 287703 280474 ** Equity and bond neutral

Consumer Confidence m/m Nov 36.7 37.6 38.5 *** Equity and bond neutral

Canada Int'l Merchandise Trade m/m Oct -3.76b -3.25b -3.10b ** Equity and bond neutral

Net Change in Employment m/m Nov 62.1k 83.6k 20.0k *** Equity and bond neutral

Unemployment Rate m/m Nov 8.5% 8.9% 9.0% *** Equity and bond neutral

Brazil FGV Inflation IGP-DI m/m Nov 2.6% 3.7% 2.8% *** 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) 23 23 0 Down

3-mo T-bill yield (bps) 8 8 0 Neutral

TED spread (bps) 15 15 0 Up

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

10-yr T-note (%) 0.94 0.97 -0.03 Neutral

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

EUR/USD 3-mo swap (bps) 22 20 2 Down

Currencies Direction

dollar Up Down

euro Down Up

yen Down Up

pound Down Down

franc Flat Up   
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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. 
 

Price Prior Change Explanation

Brent $48.89 $49.25 -0.73%

WTI $45.89 $46.26 -0.80%

Natural Gas $2.41 $2.58 -6.37%

Crack Spread $8.84 $8.82 0.26%

12-mo strip crack $11.66 $11.69 -0.29%

Ethanol rack $1.42 $1.42 0.00%

Gold $1,830.81 $1,838.86 -0.44%

Silver $23.78 $24.19 -1.67%

Copper contract $349.75 $352.45 -0.77%

Corn contract 416.00$       420.50$       -1.07%

Wheat contract 567.25$       575.50$       -1.43%

Soybeans contract 1,151.75$    1,163.00$   -0.97%

Baltic Dry Freight 1197 1189 8

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

with cooler temperatures in the South.  Wet conditions are expected throughout most of the 

country, with dry conditions expected in the 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. Note that this report is also offered as a separate document on our website. 
 

December 4, 2020 
 

Over the decades, keen observers of the financial markets have developed a number of theories 

and strategies that serve as useful tools for understanding market dynamics.  One of the most 

famous such tools is the Dow Theory, which explains longer-term market movements based on 

the writings of Wall Street Journal founder Charles H. Dow up to his death in 1902.  Of the 

many interrelated concepts that make up the Dow Theory, one that we find especially useful is 

the idea that stock market averages, like a broad market index and an index of transportation-

related stocks, must move in a similar way to confirm that a tradeable trend is in place.  When 

they fail to confirm each other, it’s a signal that the trend may be ephemeral or ready to reverse 

course. 

 

One quick, easy way to check on market-average confirmation is to compare the change in the 

S&P 500 Index of large cap U.S. stocks versus the change in a narrower indicator index like the 

Dow Jones Transportation Average (a purist would compare the Dow Jones Industrial Average 

against the DJTA, but the larger set of holdings in the S&P 500 probably makes it a better proxy 

for the broad market).  Comparing the S&P 500 with the DJTA makes sense because a broad 

economic revival benefitting companies across most sectors should be associated with improved 

business conditions for railroads, truckers, airlines, and other firms involved with moving goods 

and people to facilitate that commerce.  When there is an uptrend in the broad economy or the 

broad market index, but a decline in transportation activity or transport stocks, it would suggest 

that actual conditions are deteriorating and it may be time to look for a reversal in the stock 

market.  While the change can be tracked over different time periods, a rolling period of three 

months makes sense to us. 

 

As shown in the chart below, the uptrend in the broad market over the last three months has been 

nicely confirmed by an uptrend in transportation stocks.  The S&P 500 (shown by the blue line) 

was up approximately 6.9% in the three months to the middle of this week, while the DJTA 

(shown by the red line) was up 11.3%.  There were plenty of fundamental economic and 

financial reasons for the broad uptrend in stock prices over the period.  Through the summer and 

early fall, coronavirus infections were declining and pandemic economic restrictions were being 

lifted in most of the country.  Despite a resurgence of infections more recently, positive news on 

the development of safe and effective vaccines has boosted expectations that the pandemic could 

be overcome relatively soon.  In addition, corporate profits have been recovering.  All the same, 

the outsized gain in transportation-related stocks offered a welcome element of confirmation that 

provided greater confidence in the uptrend. 

 

https://www.confluenceinvestment.com/category/asset-allocation-reports/asset-allocation-weekly/
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Another way to see the relationship is to graph the difference between the DJTA and the broad 

market index, as shown by the blue line in the chart below.  The chart indicates that the three-

month outperformance of the DJTA versus the S&P 500 peaked in mid-September, early in the 

period.  Since then, the outperformance has gradually moderated, but it has remained positive. 
 

 
 

It’s important to remember that market-average confirmation is just one aspect of Dow Theory.  

Other aspects of the theory, such as secondary confirmation provided by trading volume, are not 

addressed here.  Nevertheless, the DJTA’s outperformance provides a welcome piece of 

evidence suggesting that the recent uptrend in stocks “has legs.”  When added to other, more 

fundamental indicators, such as the resolution of the U.S. presidential election and continued 

monetary stimulus from the Federal Reserve, the evidence suggests that equities could continue 

to appreciate in the months going forward, validating our continued exposure to stocks in our 

asset allocation strategies.   
 

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 12/4/2020 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 12/4/2020 close) 

 

-10.0% 0.0% 10.0% 20.0%

Commodities

Real Estate

Cash

Foreign Developed (local currency)

US High Yield

Foreign Developed ($)

US Government Bond

US Corporate Bond

Mid Cap

Emerging Markets (local currency)

Emerging Markets ($)

Small Cap
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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). 

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 

 

December 3, 2020 
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Based on our methodology,1 the current P/E is 28.4x, up 0.1x since our last report. 

 
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. 


