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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 8, 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 down 0.2%.  Chinese markets were mixed, with the Shanghai Composite down 0.2% from the 

prior close, and the Shenzhen Composite remained relatively unchanged.  U.S. equity index 

futures are signaling a flat open.   

 

Our Daily Comment today opens with a discussion of the latest coronavirus developments.  The 

near-term bad news of worsening infections and continued hurdles to a new U.S. pandemic relief 

bill continue to present headwinds to risk markets.  However, that is, at least partially, offset by 

news of the first public vaccinations in Britain, and there is a report suggesting the first U.S. 

vaccine will be approved in the coming days.  We next turn to presidential transition news and 

indications that Brexit negotiations remain fraught.  We conclude with miscellaneous global 

developments that are likely to affect the financial markets today. 

 

COVID-19:  Official data show confirmed cases have risen to 67,740,458 worldwide, with 

1,547,711 deaths.  In the United States, confirmed cases rose to 14,956,227 with 283,747 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 more than 192,000 yesterday, with 

hospitalizations related to the virus topping 102,000.  Of those hospitalized because of 

the virus, the number in intensive care declined slightly to 20,098, but that was still 

enough to keep many hospitals under strain across the country.  New deaths related to the 

virus totaled approximately 1,400.  With the continued autumn/winter surge in infections 

and hospitalizations, many state and local governments are implementing additional 

restrictions on movement and business, including stay-at-home orders in parts of 

California.  We expect the potential for additional restrictions and new hurdles for a fiscal 

stimulus bill (see below) will remain a risk for the economy and equity markets in the 

short term until vaccinations can begin in mass and start protecting large segments of the 

population. 

• On a much more positive note, the U.K. became the first Western country to distribute a 

COVID-19 vaccine to its population, as it began injecting the newly approved vaccine 
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from Prizer (PFE, 41.25) and BioNTech (BNTX, 125.70) to those over 80 years old, 

nursing home staff, and other high-risk healthcare workers. 

• Separately, in the U.S., the Food and Drug Administration released detailed analyses of 

the Pfizer/BioNTech vaccine in support of Thursday’s pivotal meeting of a panel that will 

advise on its possible U.S. approval for emergency use. 

o Importantly, the analyses show the vaccine met the criteria for success in that it 

reduced the risk of infection after the second dose was administered. 

o Among other issues, the data are also expected to show how the vaccine works 

with different age, ethnic, and other demographic groups. The FDA has advised 

vaccine companies that these subgroup analyses will help overcome any hesitancy 

among Americans to be vaccinated. 

• Still, as if to illustrate the challenge in manufacturing huge amounts of the new vaccines, 

the British government’s vaccine task force acknowledged that just four million doses of 

the vaccine developed by Oxford University and AstraZeneca (AZN, 54.26) would be 

delivered this year, imported from the Netherlands and Germany.  Previously, the task 

force expected production of 30 million doses in the U.K. by year-end. 

• As if to illustrate the challenges in planning and administering the new coronavirus 

vaccines, hospitals are struggling to decide which health-care workers should receive the 

small number of initially available doses. 

o December vaccine deliveries are expected to be enough for about 20 million 

people, according to federal officials. 

o That is slightly less than the amount needed to vaccinate all front-line medical 

professionals and long-term care residents—the groups that a Centers for Disease 

Control and Prevention advisory panel has recommended should be first in line. 

 

U.S. Policy Response 

• As House and Senate lawmakers haggle over the latest pandemic relief proposal, a 

compromise package valued at about $908 billion, it appears the main sticking points 

consist of:  a) the Republicans’ demand to shield businesses, nonprofits, and schools from 

virus-related liabilities, and b) the Democrats’ insistence on aid to state and local 

governments. 

o Congressional leaders still hope to attach the relief package to a full-year 

spending bill needed to keep the government running once its current funding 

expires at 12:01 a.m. Saturday. 

o However, since lawmakers are still trying to reach an agreement on the full-year 

spending bill and the relief package, congressional leaders said they would pass a 

one-week extension of the government’s current funding to buy more time for 

negotiations. House Majority Leader Hoyer said the House would vote 

Wednesday on a short-term bill to keep the government funded through 

December 18. 

 

 

https://www.wsj.com/articles/fda-set-to-release-analyses-of-the-pfizer-biontech-covid-19-vaccine-11607423403?mod=hp_lead_pos2
https://finance.yahoo.com/quote/AZN?p=AZN&.tsrc=fin-srch-v1
https://finance.yahoo.com/quote/AZN?p=AZN&.tsrc=fin-srch-v1
https://finance.yahoo.com/quote/AZN?p=AZN&.tsrc=fin-srch-v1
https://www.wsj.com/articles/who-gets-covid-19-vaccine-first-hospitals-assess-how-to-divvy-up-shots-11607357465?mod=hp_lead_pos1
https://www.wsj.com/articles/who-gets-covid-19-vaccine-first-hospitals-assess-how-to-divvy-up-shots-11607357465?mod=hp_lead_pos1
https://www.wsj.com/articles/covid-aid-negotiators-grapple-over-liability-protections-11607382762
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Foreign Policy Response 

• In Japan, Prime Minister Suga launched Japan’s third fiscal stimulus of the year with a 

¥30.6 trillion ($294 billion) package aimed at speeding up the nation’s recovery from 

COVID-19. 

o The supplementary budget, which is around 6% of GDP, follows earlier rounds of 

stimulus from April and May. 

o In a significant expansion of Japan’s spending, Suga’s package includes not just 

money to fight COVID-19, but trillions of yen aimed at investment in new digital 

and green technologies. 

• With many EU countries taking on enormous amounts of new debt to fund their response 

to the crisis, some economists and officials have resurrected the idea that the European 

Central Bank should help ease their debt burden by forgiving the sovereign bonds that it 

owns. 

• Even without that debt relief, we continue to see signs that stimulus programs around the 

world are helping individuals, and some businesses, improve their finances.  Even Greek 

banks, which are among Europe’s weakest, are getting rid of their bad loans at a healthy 

clip. 

o In spring, the pandemic interrupted plans among the country’s banks to shed loans 

still festering from the Eurozone crisis a decade ago. 

o However, stimulus from central banks and governments globally has sent fresh 

cash into funds that buy non-performing loans, reinvigorating their efforts. 

 

U.S. Presidential Transition:  Against the backdrop of Georgia’s recertification of its election 

figures after completing its second recount, and ahead of tomorrow’s deadline for all states to 

complete the certification of their counts, sources said President-elect Biden will name retired 

Army General Lloyd Austin as his Defense Secretary.  General Austin would be the first Black 

to lead the Department of Defense.  He served in the military for more than four decades and 

ultimately commanded all U.S. forces in the Middle East during the Obama administration. 

• At least two other leading candidates for the post had more expertise in top-level 

Pentagon programs and strategy, but they were seen as too close to leading defense 

companies. 

• General Austin is perceived as cautious about U.S. troop deployments overseas, which is 

consistent with our view that even in a Biden administration, the United States will 

probably continue to pull back from its traditional role as global hegemon. 

• Separately, Biden’s national security adviser, Jake Sullivan, said the incoming 

administration wants to put Iran “back into the box” by rejoining the 2015 nuclear deal 

and forcing Tehran to comply with the terms of the original agreement.  In return, the 

U.S. would be prepared to honor the terms of the 2015 deal. 

 

United States-China:  A second federal judge has blocked the Trump administration’s attempt 

to ban TikTok downloads in the U.S. due to national security concerns.  The decision 

underscores the dwindling legal options the Trump administration has to pursue an outright ban 

of the popular app.  TikTok’s parent company, the Chinese firm ByteDance, remains in talks 

https://www.ft.com/content/2c927471-849c-4635-8844-31b12b91b613
https://www.ft.com/content/0295ccb3-bc57-415c-89f7-5d4e63a64c88
https://www.ft.com/content/0295ccb3-bc57-415c-89f7-5d4e63a64c88
https://www.wsj.com/articles/greek-banks-turn-corner-with-bad-loan-sales-11607423427?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/georgia-again-certifies-bidens-win-11607372810
https://www.wsj.com/articles/georgia-again-certifies-bidens-win-11607372810
https://www.wsj.com/articles/biden-expected-to-name-lloyd-austin-as-defense-secretary-11607388957?mod=hp_lead_pos2
https://www.wsj.com/articles/biden-expected-to-name-lloyd-austin-as-defense-secretary-11607388957?mod=hp_lead_pos2
https://www.wsj.com/articles/biden-national-security-adviser-sees-u-s-rejoining-iran-nuclear-deal-11607399179
https://www.wsj.com/articles/biden-national-security-adviser-sees-u-s-rejoining-iran-nuclear-deal-11607399179
https://www.wsj.com/articles/tiktok-download-ban-is-blocked-by-second-judge-11607390564?mod=hp_lead_pos6
https://www.wsj.com/articles/tiktok-download-ban-is-blocked-by-second-judge-11607390564?mod=hp_lead_pos6
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with the U.S. government to finalize a proposed deal addressing the national security concerns, 

but friction over the app continues to exacerbate U.S.-China relations and play into the continued 

political risks arising therefrom. 

 

China Belt and Road Initiative:  Researchers at Boston University have calculated that lending 

by the China Development Bank and the Export-Import Bank of China collapsed from a peak of 

$75 billion in 2016 to just $4 billion last year.  The analysis suggests Beijing is rethinking its 

infamous “Belt and Road Initiative,” which aims to help developing countries build trade-related 

infrastructure with Chinese loans.  The program has been castigated by many foreign observers 

for luring poorer countries into a debt trap and operating with low transparency and governance 

standards.  In addition, Chinese leaders may have been husbanding their dollar assets during the 

intensifying U.S.-China trade war after 2016. 

 

China’s Domestic Debt Markets:  In China’s domestic debt markets, it appears that investors 

are finally cooling on debt from riskier Chinese companies after a string of missed payments by 

state-backed firms cast doubt on the reliability of government support.  The increased wariness 

has helped push new borrowing costs for these businesses to their highest in nearly two years, 

marring what has so far been a banner year for debt issuance. 

 

Brexit:  A call yesterday between British Prime Minister Johnson and European Commission 

President Ursula von der Leyen failed to resolve the remaining sticking points for a post-Brexit 

trade deal between the U.K. and the EU.  Coupled with other signs that there has been no 

progress despite the intensifying lower-level talks in recent days, the failure of the leaders’ call is 

renewing concerns about a hard Brexit and weighing on British equities and the pound so far 

today.  However, in what may be the final play of the game, Johnson said he would travel to 

Brussels in the coming days to meet with von der Leyen in person. 

• Johnson’s trip will most likely be on Wednesday, just ahead of a summit between the 

remaining EU members on Thursday. 

• The main sticking points that need to be resolved relate to subsidies and other aid to 

industry that can impact whether the two sides are competing on a level playing field, as 

well as issues related to governance of the deal and fishing rights. 

 

European Union:  The president of the Eurogroup of EU finance ministers, Paschal Donohoe, 

said that because Brexit and the coronavirus pandemic have reinforced the need to solidify the 

Euro’s foundations, he will intensify his work on a controversial plan to create a Eurozone-wide 

bank deposit insurance system. 

 

Turkey:  Following last month’s installation of a new finance minister and central bank 

governor, both of whom are more orthodox than their predecessors, foreign purchases of Turkish 

stocks and bonds have rebounded sharply enough to start propping up the country’s foreign 

reserves.  The lira has also gotten a lift, though it is important to remember that the new officials 

have their work cut out for them to keep repairing the damage caused by the coronavirus 

pandemic and years of bad economic policy in the country. 

 

https://www.ft.com/content/1cb3e33b-e2c2-4743-ae41-d3fffffa4259
https://www.ft.com/content/1cb3e33b-e2c2-4743-ae41-d3fffffa4259
https://www.wsj.com/articles/chinas-riskier-companies-pay-up-to-raise-bond-financing-11607429358?mod=markets_lead_pos7
https://www.ft.com/content/0317430c-015c-4848-8689-8ec4066dad52
https://www.ft.com/content/0317430c-015c-4848-8689-8ec4066dad52
https://www.ft.com/content/9a525f9e-2f03-487c-bf4c-1b6574e790e8
https://www.ft.com/content/9a525f9e-2f03-487c-bf4c-1b6574e790e8
https://www.ft.com/content/f4a62fcb-8c77-4225-8742-da9d22e8487c
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Russia:  An analysis by Daniel Ahn, a former deputy chief economist at the State Department, 

suggests Western sanctions have had an "outsized impact" on targeted Russian companies but 

may have actually strengthened President Vladimir Putin's grip on the country's tycoons. 

• According to the analysis, Russian corporations have lost almost $100 billion since 

sanctions were imposed in 2014 following the annexation of Crimea.  That amount is 

equivalent to about 4.2% of Russia’s GDP at that time. 

• Putin's attempts to shield some of those companies from the sanctions through tax breaks, 

state contracts, and other methods have increased the total impact of sanctions on the 

economy to 8% of GDP and strengthened Putin’s influence on the companies’ leaders. 

 

India:  The country has been hit by severe road and rail traffic disruptions, as farmers and 

opposition activists intensified their campaign against new laws intended to pave the way for the 

reform of agricultural markets. 

 

U.S. Economic Releases  

 

Small business optimism eased in November, as concerns about the COVID restrictions and 

ramifications of the election outweighed favorable news regarding a vaccine.  The NFIB Small 

Business Optimism Index unexpectedly fell from 104.0 to 101.4; consensus estimates suggested 

a reading of 102.5. 

  

80

85

90

95

100

105

110

1990 1995 2000 2005 2010 2015 2020

NFIB SMALL BUSINESS OPTIMISM

IN
D

E
X

Sources:  Bloomberg, CIM  
 

The chart above shows the index graphically.   

 

Labor productivity slowed in the third quarter as a rebound in real output was offset by a 

stronger rebound in hours worked.  Nonfarm productivity rose at annualized pace of 4.6% from 

the prior quarter, compared to expectations of 4.9%.  Additionally, unit labor costs fell 6.6% 

from the prior month compared to expectations of an 8.9% drop. 

https://www.rferl.org/a/western-sanctions-have-had-outsized-impact-on-russian-companies-economist-says/30989634.html
https://www.rferl.org/a/western-sanctions-have-had-outsized-impact-on-russian-companies-economist-says/30989634.html
https://www.ft.com/content/57d27f6f-1a1a-4e20-9027-c27bdb515c0e
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The chart above shows the labor percentage share of profits.  The Labor share of profits 

generally falls following a recession, as firms generally become more efficient due to the 

implementation of new processes and technology.   

 

There were no economic releases or Fed events scheduled for the rest of the day. 

 

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. 
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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Foreign Reserves m/m Nov $3178.49b $3127.98b $3150.00b ** Equity bullish, bond bearish

Manpower Survey q/q 1Q 6.0% 4.0% ** Equity bullish, bond bearish

Japan Household Spending y/y Oct 1.9% -10.2% 2.8% ** Equity and bond neutral

Labor Cash Earnings y/y Oct -0.8% -0.9% -0.7% ** Equity and bond neutral

GDP SA q/q 3Q 5.3% 5.0% 5.0% *** Equity bullish, bond bearish

BoP Current Account Balance m/m Oct ¥2144.7b ¥1660.2b ¥2120.4b ** Equity bullish, bond bearish

Trade Balance BoP Basis m/m Oct ¥971.1b ¥918.4b ¥1082.8b ** Equity and bond neutral

Manpower Survey q/q 1Q 6.0% 9.0% ** Equity and bond neutral

Bankruptcies y/y Nov -21.7% -20.0% ** Equity and bond neutral

India Manpower Survey q/q 1Q 6.0% 4.0% ** Equity bullish, bond bearish

Australia ANZ Roy Morgan Consumer Confidence w/w 6-Dec 109.3 107.5 ** Equity bullish, bond bearish

Manpower Survey q/q 1Q 12.0% 2.0% ** Equity bullish, bond bearish

NAB Business Conditions m/m Nov 9 1 ** Equity bullish, bond bearish

NAB Business Confidence m/m Nov 12 5 ** Equity bullish, bond bearish

House Price Index q/q 3Q 0.8% -1.8% -1.7% ** Equity bullish, bond bearish

Europe

Eurozone Employment y/y 3Q -2.3% -2.0% *** Equity and bond neutral

GDP SA q/q 3Q 12.5% 12.6% 12.6% *** Equity and bond neutral

ZEW Survey Expectations m/m Dec 54.4 32.8 ** Equity bullish, bond bearish

France Total Payrolls q/q 3Q 1.6% -0.9% ** Equity bullish, bond bearish

Trade Balance m/m Oct -4845m -5745m -5416m ** Equity bullish, bond bearish

Current Account Balance m/m Oct -3.7b -5.7b ** Equity bullish, bond bearish

Germany ZEW Survey Expectations m/m Dec 55.0 39.0 46.0 ** Equity bullish, bond bearish

ZEW Survey Current Situation m/m Dec -66.5 -64.3 -66.0 ** Equity and bond neutral

Switzerland Unemployment Rate m/m Nov 3.3% 3.2% 3.3% *** Equity and bond neutral

AMERICAS

Mexico Gross Fixed Investment m/m Sep -16.0% -17.4% -14.6% ** Equity and bond neutral

Brazil Vehicle Production Anfavea m/m Nov 238200 236468 ** Equity and bond neutral

Vehicle Sales Anfavea m/m Nov 225010 215044 ** Equity and bond neutral

Vehicle Exports Anfavea m/m Nov 44007 34882 ** Equity and bond neutral

Trade Balance Weekly w/w 6-Dec -$572m $226m ** Equity and bond neutral

FGV CPI IPC-S w/w 7-Dec 1.4% 0.9% 1.1% *** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 4-Dec 53.3 52.5 *** Equity and bond neutral

Ivey Purchasing Managers Index SA m/m Nov 52.7 54.5 ** 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) 7 7 0 Neutral

TED spread (bps) 16 15 1 Up

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

10-yr T-note (%) 0.93 0.92 0.01 Neutral

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

EUR/USD 3-mo swap (bps) 27 23 4 Down

Currencies Direction

dollar Up Down

euro Up 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 $48.47 $48.79 -0.66%

WTI $45.44 $45.76 -0.70%

Natural Gas $2.43 $2.41 1.00%

Crack Spread $9.15 $8.92 2.52%

12-mo strip crack $11.91 $11.73 1.48%

Ethanol rack $1.41 $1.42 -0.27%

Gold $1,861.22 $1,862.73 -0.08%

Silver $24.46 $24.49 -0.11%

Copper contract $347.30 $351.65 -1.24%

Corn contract 422.00$       424.00$       -0.47%

Wheat contract 573.50$       577.50$       -0.69%

Soybeans contract 1,152.50$    1,158.50$   -0.52%

Baltic Dry Freight 1162 1197 -35

Actual Expected Difference

Crude (mb) -1.0

Gasoline (mb) 2.0

Distillates (mb) 1.0

Refinery run rates (%) 0.60%

Natural gas (bcf)

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 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 12/7/2020 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 12/7/2020 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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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. 


