
 

 

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 15, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is rose 0.5% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 0.6%. Chinese markets were lower, with the Shanghai Composite down 0.4% from 

its prior close and the Shenzhen Composite down 0.6%.  U.S. equity index futures are signaling a 

flat open.   
 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (12/13/2021): “The 2022 Geopolitical Outlook” 

• Weekly Energy Update (12/9/2021): Oil prices have tumbled on the Omicron variant and 

on the SPR release.  We take a look at gasoline prices relative to wages.   

• Asset Allocation Q4 2021 Rebalance Presentation (11/4/2021): A video discussion of our 

asset allocation process, Q4 2021 portfolio changes, and the macro environment 

• Asset Allocation Weekly (12/10/2021) (with associated podcast): “The Omicron Problem” 

• Confluence of Ideas podcast (12/14/2021): “The Regional Threats from the Taliban in 

Afghanistan” 

 

Note to readers: The Daily Comment will go on holiday after Friday’s comment and return 

on January 3, 2022. From all of us at Confluence Investment Management, have a Merry 

Christmas and Happy New Year! 

 

We open today’s Comment with a range of U.S.-focused items, touching on monetary policy, 

fiscal policy, the labor market, and relations with China.  Next, we shift to several international 

and global issues, including an important new cybersecurity threat that stems from a flaw in 

some widely used computer server software.  We close with a number of important 

developments related to the coronavirus pandemic. 

 

U.S. Monetary Policy:  The Fed today wraps up its latest two-day policy meeting.  When the 

new policy statement is released, the officials are expected to say they will accelerate the 

tapering of their bond-buying to end the program by March.  It would position them to start 

hiking the benchmark fed funds interest rate in the first half of the year if they so choose.  

However, Chair Powell’s abrupt mutation into an inflation hawk has some investors nervous 

about what the policymakers will actually do at the meeting. 

 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_12_13_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Dec_09_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Dec_10_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/fed-meets-for-first-time-since-powell-signaled-policy-shift-11639477806
https://www.ft.com/content/834e773c-0bf6-4510-87d3-123a5d040c05
https://www.ft.com/content/834e773c-0bf6-4510-87d3-123a5d040c05
https://www.wsj.com/articles/why-investors-should-care-about-the-powell-pivot-11639474493?mod=markets_lead_pos4
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U.S. Fiscal Policy:  Last night, Congress passed a measure raising the government’s borrowing 

limit by $2.5 trillion, sending to President Biden’s desk legislation that is expected to push the 

next debt-ceiling standoff past the midterm elections.  The Senate voted 50-49 to approve the 

legislation in the afternoon, and the House later passed it 221-209. 

 

U.S. Labor Market:  Reflecting workers’ bargaining power amid the nation’s massive shortage 

of relatively lower-skilled workers, employees at two stores of Starbucks (SBUX, USD, 114.71) 

in the Boston area have petitioned to unionize.  Although successful unionization efforts across 

industries are still limited, the trend is for increased organization, potentially increasing workers’ 

pay and crimp corporate margins going forward. 

 

United States-China:  The U.S. government announced it would bar investments in eight more 

“Chinese military-industrial complex” companies based on their involvement in the surveillance 

and repression of China’s Uyghur Muslim minority.  The firms added to the investment blacklist 

include privately held DJI, the world’s largest commercial drone maker, as well as companies 

primarily involved in facial recognition, cybersecurity, supercomputing, and cloud services. 

• All eight companies added to the blacklist were already on the Commerce Department’s 

“entity list,” which restricts exporting technology or products from the U.S. to the 

Chinese groups without a government license. 

• The Commerce Department is also expected to place dozens of additional Chinese 

companies on its entity list on Thursday, including some involved in biotechnology.  The 

Thursday action reportedly may include a clampdown on exporting U.S. technology or 

services to major Chinese computer chip manufacturer Semiconductor Manufacturing 

International Corp. (981 HK, HKD, 18.72). 

• The new announcement demonstrates that one key implication of the U.S.-China 

geopolitical rivalry is that capital flows between the two countries are gradually getting 

squeezed because of Chinese and U.S. policies.  As we have been warning all year, that 

presents significant risks for investors in Chinese companies. 

 

China-Lithuania:  The Lithuanian government has pulled all its remaining diplomats out of 

China following Beijing’s demand that they hand in their diplomatic IDs to the foreign ministry 

to have their diplomatic status lowered.  The Chinese move illustrates Beijing’s hardline 

approach to punishing foreign countries trying to strengthen ties with Taiwan. 

 

Japan:  Prime Minister Kishida admitted that the government’s land ministry had overstated 

construction orders for years, potentially inflating Japan’s reported gross domestic product. 

 

Global Cybersecurity:  Researchers warn that a newly discovered flaw in some widely used 

computer server software is one of the most dire cybersecurity threats to emerge in years and 

could enable devastating attacks, including ransomware, in both the immediate and distant 

future.  Hackers linked to China and other governments are among a growing assortment of 

cyberattackers already seeking to exploit the vulnerability.  Widespread, successful attacks could 

have a negative impact on individual companies, sectors, or potentially even entire economies. 

 

https://www.wsj.com/articles/democrats-prepare-to-raise-debt-ceiling-11639505499?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/democrats-prepare-to-raise-debt-ceiling-11639505499?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/starbucks-workers-in-boston-want-to-unionize-after-buffalo-victory-11639497874?mod=hp_lista_pos2
https://www.ft.com/content/fbcf9467-5b7e-4a81-8b40-d829fefa09ae
https://www.ft.com/content/fbcf9467-5b7e-4a81-8b40-d829fefa09ae
https://www.ft.com/content/587cff8f-3a7f-45c3-b4c7-8ac6f3e0aa9c
https://www.ft.com/content/587cff8f-3a7f-45c3-b4c7-8ac6f3e0aa9c
https://www.japantimes.co.jp/news/2021/12/15/national/land-ministry-construction-data-gdp/
https://www.japantimes.co.jp/news/2021/12/15/national/land-ministry-construction-data-gdp/
https://www.wsj.com/articles/hackers-backed-by-china-seen-exploiting-security-flaw-in-internet-software-11639574405?mod=hp_lista_pos5
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COVID-19:  Official data show confirmed cases have risen to 271,615,381 worldwide, with 

5,324,652 deaths.  In the U.S., confirmed cases rose to 50,236,602, with 800,043 deaths.  (For an 

interactive chart that allows you to compare cases and deaths among countries, scaled by 

population, click here.)  Meanwhile, in data on the U.S. vaccination program, the number of 

people who have received at least their first shot totals 239,553,956.  The data show 72.2% of the 

U.S. population has now received at least one dose of a vaccine, and 61.0% of the population is 

fully vaccinated. 

 

Virology 

• Apple (AAPL, USD, 174.33) said it is once again requiring all customers and employees 

in its U.S. retail stores to wear masks after making mask-wearing optional at the 

beginning of November. 

• JP Morgan Chase & Co. (JPM, USD, 159.13) said its unvaccinated employees are no 

longer welcome in its New York offices and would have to start working from home.  

The firm said it was unfair that admitting unvaccinated employees requires vaccinated 

workers to wear a mask at their desks.  It also relaxed mask-wearing requirements for 

vaccinated employees. 

• Despite measures like those, health experts have warned that the U.S. faces an enormous 

challenge to contain the fast-spreading Omicron variant due to relatively low vaccination 

rates, inadequate testing, and inconsistent rules about mitigation measures such as mask-

wearing. 

• New research shows that two doses of the Chinese-made Sinovac vaccine, whose 

efficacy against the virus was already under question, provide “insufficient” antibodies to 

be effective against the Omicron mutation.  Beijing-based Sinovac today responded with 

a statement saying a third shot of its vaccine could improve its ability to neutralize 

Omicron, citing its own laboratory studies. 

o The Sinovac vaccine has been widely used in China and throughout the poorer 

countries of the world. 

o Therefore, if it really is ineffective against the fast-spreading Omicron variant, it 

would suggest much of the global population could be at high risk from the new 

mutation. 

• Adding to the challenge for poorer countries, the World Health Organization has warned 

that the rollout of aggressive booster-shot campaigns in the developed countries will 

leave poorer nations with an even greater shortfall of doses than they currently face. 

• Yesterday in the U.K., Parliament approved Prime Minister Johnson’s new “Plan B” 

pandemic measures, including the establishment of a “vaccine passport” allowing access 

to some venues.  However, Johnson still faced the humiliation of almost 100 of his 

Conservative Party legislators voting against him.  The vote illustrates the high political 

risks for politicians trying to reimpose pandemic restrictions, especially once they’ve 

loosened them and promised not to go back to tight lockdowns. 

• In Germany, police carried out raids in the country’s southeast, targeting a network 

suspected of conspiring to murder local politicians for their role in implementing 

pandemic restrictions.  Officials are becoming increasingly worried about the 

https://www.nytimes.com/live/2021/12/15/world/covid-omicron-vaccines
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://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://www.wsj.com/articles/apple-renews-mask-mandates-in-u-s-stores-as-covid-19-surges-11639511574
https://www.wsj.com/articles/apple-renews-mask-mandates-in-u-s-stores-as-covid-19-surges-11639511574
https://www.wsj.com/articles/jpmorgan-tells-unvaccinated-workers-to-stay-home-11639516822?mod=markets_lead_pos2
https://www.wsj.com/articles/jpmorgan-tells-unvaccinated-workers-to-stay-home-11639516822?mod=markets_lead_pos2
https://www.ft.com/content/e6f81103-fcd1-4255-8633-a7d73932b1bf
https://www.ft.com/content/e6f81103-fcd1-4255-8633-a7d73932b1bf
https://www.ft.com/content/afc1eecc-8b3d-4b98-8b65-3520862fb5da
https://www.ft.com/content/afc1eecc-8b3d-4b98-8b65-3520862fb5da
https://www.scmp.com/news/china/science/article/3159784/omicron-chinas-sinovac-covid-19-vaccine-fails-antibodies-test?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20211215&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3159776&article_id_list=3159784,3159776,3159792,3159771,3159712,3159726,3159818,3159800&tc=7&CMCampaignID=055addce72122b7cf3c6cb38bb437878
https://www.scmp.com/news/china/science/article/3159784/omicron-chinas-sinovac-covid-19-vaccine-fails-antibodies-test?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20211215&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3159776&article_id_list=3159784,3159776,3159792,3159771,3159712,3159726,3159818,3159800&tc=7&CMCampaignID=055addce72122b7cf3c6cb38bb437878
https://www.ft.com/content/54bec909-1f06-43ff-9bc0-391202eabf9d
https://www.ft.com/content/54bec909-1f06-43ff-9bc0-391202eabf9d
https://www.ft.com/content/43d9b13a-f58b-4059-9cec-b6022908bc6b
https://www.ft.com/content/43d9b13a-f58b-4059-9cec-b6022908bc6b
https://www.wsj.com/articles/german-police-raids-antivaccine-extremists-suspected-of-plot-to-kill-politician-11639574430?mod=hp_featst_pos3
https://www.wsj.com/articles/german-police-raids-antivaccine-extremists-suspected-of-plot-to-kill-politician-11639574430?mod=hp_featst_pos3
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radicalization of some anti-vaccine militants as the country edges toward a general 

vaccine mandate that could come early next year. 

 

Economic and Financial Market Impacts 

• In China, the government’s “zero-COVID” policy and strict new measures against the 

Omicron mutation are constraining manufacturers and threatening a broader slowdown in 

the economy. 

• As post-pandemic supply disruptions and demand recovery continue to boost inflation 

worldwide, investors are piling into inflation-linked assets in a bet that consumer prices 

will continue to soar even as central banks gear up to tighten monetary policy.  Inflation-

protected government bonds, commodity funds, and real estate investment trusts are 

among the products absorbing cash.  The chart below shows the enormous surge in 

purchases of U.S. Treasury Inflation-Protected Securities (TIPS). 

 

 
 

 

U.S. Economic Releases  

  

Mortgage applications dipped last week, according to the Mortgage Bankers Association.  The 

MBA mortgage applications index fell 4.0% from the previous week.  The index for purchases 

rose 0.7% from the prior week, while the index for refinancing fell 6.4%.  The average 30-year 

fixed-rate mortgage remained unchanged at 3.30%. 

 

Manufacturing activity in New York State picked up in November, according to the Federal 

Reserve Bank of New York.  The Empire State Manufacturing Survey of General Business 

Conditions came in at 31.9 compared to expectations of 25.0. 

 

https://www.wsj.com/articles/chinas-covid-19-lockdowns-starting-to-sting-11639569604
https://www.ft.com/content/76122770-a4ac-4cee-a045-fc1a298c1d5e
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The chart above shows the six-month moving average of the Empire Manufacturing Survey of 

General Business Conditions Index.  

 

U.S. retail sales slowed more than expected in November, according to the Census Bureau.  The 

advance report showed that retail sales rose 0.3% from the prior month compared to expectations 

of 0.8%.   Excluding Autos, retail sales rose 0.3% from the previous month compared to 

expectations of 0.9%.  Core retail sales, which excludes autos and gas, rose 0.2% from the prior 

month compared to expectations of 0.8%.  Finally, the retail sales control group, which is core 

retail excluding building materials, fell 0.1% from the prior month compared to expectations of a 

rise of 0.7%. 
 

 
 

The chart above shows the annual change in retail sales and core retail sales.  The headline retail 

sales rose 16.3% from the prior year, while core retail sales rose 14.9%. 
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The Terms of Trade have improved in favor of the U.S., according to the Bureau of Labor 

Statistics.  The Import Price Index rose 0.7% from the prior month compared to expectations of 

0.6%.  Excluding petroleum, the Import Price Index rose 0.7% from the prior month compared to 

expectations of 0.4%.  Meanwhile, the Export Price Index rose 1.0% from the prior month 

compared to expectations of 0.5%. 
 

 
 

The chart above shows the annual change in the Terms of Trade.  In November, it rose 5.9% 

from the prior year.  The improvement in the Terms of Trade has primarily been driven by an 

increase in export prices for industrial supplies and agricultural goods.  However, the increase in 

the Import Price Index, particularly with respect to freight cost, will likely support higher 

consumer prices in the U.S. over the coming months. 
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The chart above shows the Import Price Index by group. The price index for import air freights 

surged 16.5% from the prior month.  The jump in freight costs may be related to firms looking to 

ship critical parts via air due to continued port congestion. 

 

 
 

The chart above shows the shipping cost for a 40-foot container.  The rise in air freight may be 

pushing down the cost of shipment by sea, thus, we suspect the rise of imported air freight prices 

to begin coming down sometime next year.   

 

The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 

 

EST Indicator Expected Prior Rating

10:00 Business Inventories m/m Oct 1.1% 0.7% **

10:00 NAHB Housing Market Index m/m Dec 84.0 83.0 **

10:00 Total Net TIC Flows m/m Oct -$26.8b **

10:00 Net Long-term TIC Flows m/m Oct $26.3b **

EST Speaker or event

13:00 Federal Reserve Rate Decision

13:30 Jerome Powell and Janet Yellen Testify Before Senate Panel Chairman of Board of Governors of Federal Reserve

Economic Releases

Fed Speakers or Events

District or position

Federal Reserve Board
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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

Japan Industrial Production m/m Oct 1.8% 1.1% *** Equity bullish, bond bearish

Capacity Utilization m/m Oct 6.2% -7.3% *** Equity bullish, bond bearish

India CPI y/y Nov 4.91% 4.48% 5.10% *** Equity bullish, bond bearish

Wholesale Prices y/y Nov 14.23% 12.54% 11.98% ** Equity bearish, bond bullish

Australia ANZ Roy Morgan Consumer Confidence w/w 12-Dec 108.0 107.5 *** Equity bullish, bond bearish

NAB Business Conditions m/m Nov 12 11 ** Equity bearish, bond bullish

NAB Business Confidence m/m Nov 12 21 ** Equity bearish, bond bullish

EUROPE

Eurozone Industrial Production WDA y/y Oct 3.3% 5.2% 3.0% *** Equity bullish, bond bearish

UK Claimant Count Rate m/m Nov 4.9% 5.1% *** Equity bullish, bond bearish

Jobless Claims Change m/m Nov -49.8k -14.9k *** Equity and bond neutral

Average Weekly Earnings 3M/YoY y/y Oct 4.9% 5.8% 4.6% ** Equity bullish, bond bearish

Weekly Earnings ex Bonus 3M/YoY y/y Oct 4.3% 4.9% 4.0% ** Equity bullish, bond bearish

ILO Unemployment Rate 3Mths m/m Oct 4.2% 4.3% 4.2% ** Equity and bond neutral

Employment Change 3M/3M m/m Oct 149k 247k 225k ** Equity bearish, bond bullish

Switzerland Producer & Import Prices m/m Nov 0.5% 0.6% ** Equity and bond neutral

AMERICAS

Brazil Trade Balance Weekly w/w 12-Dec $652m $1075m ** Equity bearish, bond bullish

Canada Bloomberg Nanos Confidence w/w 10-Dec 60.0 59.8 *** Equity and bond neutral

Mexico ANTAD Same-Store Sales y/y Nov 9.3% 11.6% ** Equity bearish, bond bullish  
 

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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Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 20 20 0 Down

3-mo T-bill yield (bps) 5 5 0 Neutral

TED spread (bps) 16 15 1 Neutral

U.S. Libor/OIS spread (bps) 10 9 1 Down

10-yr T-note (%) 1.44 1.44 0.00 Down

Euribor/OIS spread (bps) -61 -60 -1 Neutral

EUR/USD 3-mo swap (bps) 15 14 1 Down

Currencies Direction

Dollar Flat Neutral

Euro Flat Up

Yen Down Neutral

Pound Up Neutral

Franc Down Neutral

Central Bank Action Current Prior Expected

China Lending Facility Rate 2.950% 2.950% On forecast

FOMC Rate Decision (Lower Bound) 0.000% 0.000% On forecast

FOMC Rate Decision (Upper Bound) 0.250% 0.250% On forecast

Interest on Reserve Balances Rate 0.150% 0.150% 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 $72.67 $73.70 -1.40% Demand Pessimism

WTI $69.57 $70.73 -1.64%  

Natural Gas $3.84 $3.75 2.46%  

Crack Spread $19.61 $19.51 0.50%

12-mo strip crack $19.99 $20.05 -0.30%

Ethanol rack $3.25 $3.27 -0.71%

Gold $1,768.59 $1,770.85 -0.13%

Silver $21.76 $21.95 -0.84%

Copper contract $419.00 $425.75 -1.59%

Corn contract $587.75 $590.25 -0.42%

Wheat contract $774.75 $787.00 -1.56%

Soybeans contract $1,261.50 $1,264.50 -0.24%

Baltic Dry Freight 2,932            3,216            -284

Actual Expected Difference

Crude (mb) -2.3

Gasoline (mb) 2.0

Distillates (mb) 0.2

Refinery run rates (%) 0.50%

Natural gas (bcf) -85.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report
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Weather 
 

The 6-10 day and 8-14-day forecasts currently call for warmer-than-normal temperatures 

throughout most of the country, with cooler-than-normal temperatures only along the Pacific, 

Rocky Mountain, and New England regions.  The forecasts call for wet conditions throughout 

most of the country, with dry conditions in the Great Plains and the Southeast.   
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Data Section 
 

U.S. Equity Markets – (as of 12/14/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Communication Services
Utilities

Consumer Staples
Industrials
Healthcare

Materials
Consumer Discretionary

S&P 500
Technology
Real Estate

Financials
Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0%

Technology

Real Estate

Industrials

S&P 500

Utilities

Consumer Discretionary

Energy

Healthcare

Communication Services

Materials

Consumer Staples

Financials

Prior Trading Day Total Return

(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 12/14/2021 close) 

 

-20.0% 0.0% 20.0% 40.0%

Emerging Markets ($)

US Government Bond

Emerging Markets (local currency)

US Corporate Bond

Cash

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Mid Cap

Value

Commodities

Large Cap

Growth

Real Estate

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), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

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 as of 12/8/2021 = 22.5x

 
 

Based on our methodology,1 the current P/E is 22.5x, up 0.2x from last week.  The rise in the 

multiple is due to higher index prices.  
 

 

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 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. 


