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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: February 12, 2021—9:30 AM EST] Global equity markets are flat-to-lower as we 

move into the U.S. trading day.  The EuroStoxx 50 is essentially unchanged from its last close.  

In Asia, the MSCI Asia Apex 50 is also basically unchanged.  Chinese markets are closed for the 

Lunar New Year.  U.S. equity index futures are signaling a lower open.  With 367 companies 

having reported, the S&P 500 Q4 earnings stand at $42.80, higher than the $37.94 forecast for 

the quarter.  The forecast reflects a 9.7% decrease from Q4 2019 earnings.  Thus far this quarter, 

81.2% of the companies have reported earnings above forecast, while 15.5% have reported 

earnings below forecast.   

 

We have a plethora of recent multimedia offerings.  First, our new chart book, which recaps the 

changes we made to our Asset Allocation portfolios, is available.  As we noted Wednesday, a 

new Confluence of Ideas podcast was posted. Being Friday, there is a new Asset Allocation 

Weekly, chart book, and podcast.  You can find all this research and more on our website.  Due 

to Monday being President’s Day, we will not be publishing a report. 

 

Good morning!  Equity futures are slightly lower this morning.  Our coverage begins with 

European news, particularly regarding EU and Russia relations.  We then discuss the policy and 

economic news.  An update on China comes next, followed by pandemic coverage.  We 

conclude the report with a roundup of international items.  

 

Russia and Europe divorce? Following the detainment of Putin foe and Kremlin critic Alexei 

Navalny, the West and Russia have been at loggerheads.  The arrest has been viewed by the 

West as anti-democratic, while Russia views the issue as an internal matter.  Tensions were on 

display following a contentious exchange during a joint news conference that included European 

Foreign Minister Josep Borell and Russian Foreign Minister Sergei Lavrov.  During the 

exchange, Borell was blindsided with questions about the EU human rights record and baited 

into condemning the U.S.’s embargo on Cuba.  Afterward, Borell’s abysmal performance at the 

press conference led to calls for his resignation.  Angered by Russia’s blatant attempt to 

embarrass one of its officials, Paris and Berlin have hardened their stance at imposing new 

sanctions.  Russia has responded to the sanction threat by warning the EU that any sanction that 

hurts the Russian economy will result in a severance of ties. 

 

The rise in tensions between Russia and the EU will likely bode well for the U.S. but could be 

divisive within the bloc.  The U.S. has long chided EU countries for not doing enough to unwind 

themselves from Russia following its invasion of Crimea.  A particular bone of contention is the 

Nord Stream 2 pipeline, which the U.S. believes will expand Russia’s influence in Europe. 

 

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/quarterly-rebalance-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/asset-allocation-weekly-february-12-2021/
https://www.confluenceinvestment.com/asset-allocation-weekly-february-12-2021/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/
https://www.wsj.com/articles/global-stock-markets-dow-update-02-12-2021-11613119349?mod=markets_lead_pos1
https://www.politico.eu/article/borrell-stands-by-as-lavrov-calls-eu-unreliable-partner/
https://www.politico.eu/article/ursula-von-der-leyen-backs-josep-borrell-amid-calls-for-resignation-humiliating-russia-trip/
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Although we do not believe that the construction of this pipeline is in jeopardy, we suspect the 

EU could seek to form closer ties with the U.S.  There are countries within the EU that could 

hamper EU retaliation efforts.  Italy, which has forged a close relationship with Russia in recent 

years, will likely push back against anything that might put those ties in jeopardy.  Greece could 

possibly be another country to express reluctance.  

 

Although the severance of ties would hurt the EU, the chances of it backfiring on Russia are very 

high.  The EU is the country’s largest importer, so Russia will likely hurt itself with that 

decision.  Given the economic struggles, which began before the pandemic, we don’t see 

breaking ties as a tenable solution.  It could possibly try to make up for the loss by forming a 

closer bond with China, but given the history between the two countries, it wouldn’t be an 

attractive alternative.  As a result, we wouldn’t be surprised to learn that the threat was likely an 

effort to further divide the EU.  

 

European news:  A new Italian president, London losing business to rivals, and more. 

 

• In the latest evidence of the blow dealt by Brexit to the U.K. financial center, trading 

in a key euro-denominated derivatives market flooded out of London last month, 

rivaling financial centers in New York, Amsterdam, and Paris. 

• As the result of an overwhelming parliamentary majority, Mario Draghi will become 

Italy’s prime minister.  Supporters of the Five-Star Movement voted in favor of 

joining his forthcoming national unity government. 

• Under new legislation agreed to on Friday by Chancellor Angela Merkel’s 

government, companies will have to ensure their partners don’t engage in harmful 

practices and exploitation.  In addition to penalties, German firms can also be 

excluded from public contracts. 

• Russian Foreign Minister Sergei Lavrov warned that his country is ready for a break 

in ties with the European Union if the bloc imposes sanctions that damage Russia’s 

economy. 

 

Policy and Economics:  More action against China and progress with the stimulus package. 

 

• President Biden warned that China is making advancements in transportation that give it 

an advantage over the U.S.  He urged Congress to invest in more infrastructure. 

• America’s federal debt is expected to exceed the size of the entire U.S. economy this year 

for only the second time since the end of World War II.  The nonpartisan Congressional 

Budget Office said Thursday that this reflects the extraordinary emergency measures 

approved by Congress in response to the coronavirus pandemic. 

• The Biden administration is treading lightly with governors who are relaxing coronavirus 

restrictions — even as top federal health officials urge the public to keep wearing masks 

and social distancing to limit the spread of highly contagious virus variants. 

• The Biden administration has said it is reviewing former President Trump’s proposed ban 

of Chinese messaging app WeChat in the U.S., a day after announcing a similar pause to 

consider the fate of video app TikTok.  

https://www.ft.com/content/2f0b8870-c382-494e-afbe-4c56713fc78d
https://www.ft.com/content/59abecdb-8d77-48ce-9892-937a89853bc4
https://www.ft.com/content/59abecdb-8d77-48ce-9892-937a89853bc4
https://www.bloomberg.com/news/articles/2021-02-12/german-companies-to-face-fines-if-suppliers-abuse-human-rights?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-12/german-companies-to-face-fines-if-suppliers-abuse-human-rights?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-12/russia-warns-eu-it-s-ready-to-break-off-relations-over-sanctions?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-12/russia-warns-eu-it-s-ready-to-break-off-relations-over-sanctions?sref=uIvt3NFS
https://www.wsj.com/articles/biden-says-china-will-eat-our-lunch-on-infrastructure-11613063295
https://www.wsj.com/articles/biden-says-china-will-eat-our-lunch-on-infrastructure-11613063295
https://www.washingtonpost.com/us-policy/2021/02/11/cbo-deficit-debt-stimulus/
https://www.washingtonpost.com/us-policy/2021/02/11/cbo-deficit-debt-stimulus/
https://www.politico.com/news/2021/02/12/biden-white-house-govenors-coronavirus-468787
https://www.ft.com/content/c1a3f855-55b9-4089-a0e7-927a0754c7d9
https://www.ft.com/content/c1a3f855-55b9-4089-a0e7-927a0754c7d9
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• Yesterday, the House Ways and Means Committee advanced a key portion of the 

Democrats’ coronavirus relief package that includes stimulus payments of up to $1,400 

per person and an expansion of the child tax credit. 

• Federal prosecutors are investigating whether market manipulation or other types of 

criminal misconduct fueled the rapid rise last month in prices of stocks such as GameStop 

Corp. (GME, $51.10) and AMC Entertainment Holdings Inc. (AMC, $5.61), according to 

people familiar with the matter. 

• President Biden plans to sign an executive order to address the shortage of 

semiconductors, or chips, an issue that industry has begged him to take action on 

recently.  

• The Biden administration on Friday rolled out its plans for addressing tens of thousands 

of migrants camped out at the southern border, as it seeks to replace the Trump 

administration’s "remain in Mexico" policy. 

• Agriculture land values rose 6% last year, the biggest gain since 2012, across the Seventh 

Federal Reserve District, a five-state region including all of Iowa and most of Illinois, 

Indiana, Michigan, and Wisconsin.  Bankers say more gains are expected this quarter, 

according to the Chicago Fed’s latest AgLetter. 

• U.S. home prices, fueled by the lowest mortgage rates in history, rose at the fastest pace 

on record, surpassing the peak from the last property boom in 2005. 

• The Federal Reserve Bank of San Francisco leader Mary Daly said the U.S. central bank 

is unlikely to pull back on its bond-buying stimulus this year and that another round of 

government aid shouldn’t overheat the economy. 

 

China: China bans the BBC, the U.S. is maintaining contact with Taiwan, and China and India 

ease tensions. 

• Chinese authorities banned BBC World News on Thursday, accusing the British 

broadcaster of not being “factual and fair,” according to a government statement. 

• Taiwan’s top envoy to the U.S., Hsiao Bi-khim, has met U.S. acting Assistant Secretary 

Sung Kim at the State Department, signaling that high-level official contact between 

Taiwanese and American officials has not stopped despite the change of government in 

the United States and a stern warning from Beijing. 

• China and India have been pulling back frontline troops along disputed portions of their 

mountain border where they have been in a standoff for months, officials in both 

countries said. 

 

COVID-19:  The number of reported cases is 107,648,109 with 2,363,449 fatalities.  In the U.S., 

there are 27,366,838 confirmed cases with 474,554 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.  The CDC reports that 68,285,575 doses of the vaccine have 

been distributed with 46,390,270 doses injected.  The number receiving a first dose is 

34,723,964, while the number of second doses, which would grant the highest level of immunity, 

is 11,188,782.  The Axios map shows marked declines in infection rates.    

 

 

https://thehill.com/policy/finance/538524-house-panel-advances-portion-of-relief-package-that-includes-1400-checks
https://thehill.com/policy/finance/538524-house-panel-advances-portion-of-relief-package-that-includes-1400-checks
https://www.wsj.com/articles/gamestop-mania-is-focus-of-federal-probes-into-possible-manipulation-11613066950
https://thehill.com/policy/technology/538474-biden-to-sign-executive-order-addressing-chip-supply-chain-shortage
https://thehill.com/policy/technology/538474-biden-to-sign-executive-order-addressing-chip-supply-chain-shortage
https://thehill.com/policy/national-security/department-of-homeland-security/538560-biden-rolls-out-asylum-system-to
https://thehill.com/policy/national-security/department-of-homeland-security/538560-biden-rolls-out-asylum-system-to
https://www.bloomberg.com/news/articles/2021-02-11/corn-boom-sends-farmland-value-up-most-since-2012-in-midwest?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-11/u-s-home-prices-post-14-9-jump-in-pandemic-real-estate-rally?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-11/u-s-home-prices-post-14-9-jump-in-pandemic-real-estate-rally?srnd=premium&sref=uIvt3NFS
https://www.wsj.com/articles/feds-daly-sees-central-bank-maintaining-its-bond-buying-pace-through-2021-11613039401?mod=markets_lead_pos10
https://www.politico.eu/article/china-bans-bbc-for-fake-news-on-xinjiang-coronavirus/
https://www.scmp.com/news/china/diplomacy/article/3121488/taiwan-envoys-meeting-biden-official-sign-how-us-regards
https://www.scmp.com/news/china/diplomacy/article/3121488/taiwan-envoys-meeting-biden-official-sign-how-us-regards
https://www.theguardian.com/world/2021/feb/12/armies-of-china-and-india-pull-back-from-hand-to-hand-border-battle-zone
https://www.nytimes.com/live/2021/02/11/world/covid-19-coronavirus
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://www.axios.com/coronavirus-pandemic-cases-hospitalizations-better-300a0a05-e6bc-4ec2-9cc0-87be88fd0ecc.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
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Virology 

 

• The Biden administration on Thursday purchased another 200 million doses of the 

two coronavirus vaccines authorized for emergency use in the United States. 

• Dr. Anthony Fauci, President Biden’s chief medical adviser for COVID-19, said 

Thursday that most members of the general public could become eligible to receive 

the coronavirus vaccine as soon as April. 

• Officials in Michigan have confirmed the presence of a highly contagious coronavirus 

variant in one of its state prisons, the first such case documented in an American 

correctional facility, and a potential harbinger of even wider dispersion of the virus in 

prisons, public health officials said. 

• Facing a shortage of coronavirus vaccine doses, Los Angeles will temporarily close 

five of its inoculation sites, including one of the country’s largest at Dodger Stadium, 

raising new questions about the federal government’s handling of supplies and 

distribution. 

• A new study shows blood-thinning drugs reduced the risk of death from COVID-19, 

pointing to one more promising tool as physicians scour their medicine cabinets for 

treatments to blunt the pandemic. 

• U.S. hospitalizations for the coronavirus plunged about 16% so far in February, 

dropping to the lowest since mid-November, data from the Department of Health and 

Human Services show. 

• Japan’s health ministry panel is expected to approve the use of Pfizer’s COVID-19 

vaccine on Friday, public broadcaster NHK reported, citing an unidentified person. 

• New data from the U.S. Centers for Disease Control and Prevention shows allergic 

reactions to COVID-19 vaccines are rare, and anaphylaxis, one type of severe 

reaction, occurs in two to five people for every million vaccinated in the U.S. 

• Countries with cases of the COVID-19 variant that was first identified in South 

Africa are receiving conflicting advice about whether to roll out the 

Oxford/AstraZeneca vaccine, a sign of the complex challenge facing public health 

officials. 

 

International news:  More developments in Myanmar and Benjamin Netanyahu appeals to 

Israeli Arabs and other news. 

• Despite an uptick in inflation, Mexico’s central bank board unanimously cut rates by 

a quarter point to 4% amid weak demand and a tough economic outlook, after 

pausing at both of its last two meetings. 

• Myanmar’s military government is detaining election commission officials in night-

time raids and asking them to provide evidence that November’s election was rigged, 

according to a senior member of the organization and a human rights watchdog. 

o Yesterday, Myanmar’s new junta leader called on civil servants to return to 

work and urged people to stop mass gatherings to avoid spreading the 

coronavirus as a sixth day of protests against him and his coup rocked the 

country. 

• After years of alienating Israel’s Arab voters, Prime Minister Netanyahu is now 

courting them, hoping they hold the key to staying in power. 

https://www.washingtonpost.com/health/2021/02/11/vaccine-supply-biden/
https://www.nytimes.com/2021/02/11/us/fauci-covid-vaccine-april.html
https://www.nytimes.com/live/2021/02/11/world/covid-19-coronavirus/a-coronavirus-variant-was-detected-for-the-first-time-inside-a-us-prison
https://www.nytimes.com/live/2021/02/11/world/covid-19-coronavirus/a-coronavirus-variant-was-detected-for-the-first-time-inside-a-us-prison
https://www.nytimes.com/2021/02/11/world/covid-vaccine-shortage-los-angeles.html
https://www.nytimes.com/2021/02/11/world/covid-vaccine-shortage-los-angeles.html
https://www.bloomberg.com/news/articles/2021-02-12/common-blood-thinner-reduces-risk-of-covid-19-hospital-deaths?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-11/u-s-orders-millions-more-doses-ohio-lifts-curfew-virus-update?srnd=coronavirus&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-11/u-s-orders-millions-more-doses-ohio-lifts-curfew-virus-update?srnd=coronavirus&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-11/u-s-orders-millions-more-doses-ohio-lifts-curfew-virus-update?srnd=coronavirus&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-11/cdc-says-severe-reactions-to-covid-19-vaccines-rare-in-the-u-s?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-02-11/cdc-says-severe-reactions-to-covid-19-vaccines-rare-in-the-u-s?sref=uIvt3NFS
https://www.ft.com/content/89ab2393-02d0-4f6c-a86d-2bad4eb9f10f
https://www.ft.com/content/89ab2393-02d0-4f6c-a86d-2bad4eb9f10f
https://www.ft.com/content/8a44d581-f27d-3b73-9dde-cec3fc3c42f3
https://www.theguardian.com/world/2021/feb/12/election-officials-held-in-myanmar-in-bid-to-prove
https://www.reuters.com/article/us-myanmar-politics/myanmar-ruler-calls-for-end-to-protests-as-u-s-imposes-sanctions-idUSKBN2AB06O?il=0
https://www.wsj.com/articles/in-a-turnaround-israels-netanyahu-woos-arab-voters-to-sway-election-11613062866
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• Alexei Navalny, the leading opposition figure whose jailing this month sparked 

protests across Russia, has been back in court to face charges of slandering a war 

veteran in a separate case. 

• Australia’s Parliament will debate making Google and Facebook pay for news, after a 

Senate committee on Friday recommended no changes to drafts of the world’s first 

such laws. 

 

U.S. Economic Releases  

There have been no major U.S. economic releases so far today.  The table below lists economic 

releases scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

10:00 U. of Michigan Consumer Sentiment m/m Feb P 80.8 79.0 ***

10:00 U. of Michigan Current Conditions m/m Feb P 89.0 86.7 **

10:00 U. of Michigan Expectations m/m Feb P 76.0 74.0 **

10:00 U. of Michigan 1-Year Inflation Expectation m/m Feb P 3.0% *

10:00 U. of Michigan 5-10 Year Inflation Expectation m/m Feb P 2.7% *

Economic Releases

No speakers or events scheduled

Fed Speakers or Events

 
 

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

New Zealand BusinessNZ Manufacturing PMI m/m Jan 57.5 48.7 *** Equity bullish, bond bearish

Food Price Index m/m Jan 1.3% 0.1% ** Equity and bond neutral

India Industrial production y/y Dec 1.0% -1.9% -0.2% *** Equity bullish, bond bearish

CPI y/y Jan 4.1% 4.6% 4.4% ** Equity and bond neutral

Europe

United Kingdom Industrial Production y/y Dec -3.3% -3.9% -3.7% *** Equity bullish, bond bearish

Manufacturing Production y/y Dec -2.5% -2.6% -3.2% ** Equity bullish, bond bearish

Trade Balance (GBP) m/m Dec -6202m -6618m -5750m ** Equity and bond neutral

Visible Trade Balance (GBP) m/m Dec -14315m -14794m -15000m ** Equity and bond neutral

GDP y/y 4Q P -7.8% -8.6% -8.1% *** Equity bullish, bond bearish

Switzerland CPI y/y Jan -0.5% -0.8% -0.6% *** Equity and bond neutral

AMERICAS

Canada Wholesale Trade Sales m/m Dec -1.3% 0.7% -1.7% * Equity and bond neutral

Brazil FGV Inflation IGP-10 m/m Feb 3.0% 1.3% 2.6% * Equity and bond neutral

Economic Activity y/y Dec 1.3% -0.8% 0.8% * Equity bullish, bond bearish  
 

 

https://www.theguardian.com/world/2021/feb/12/alexei-navalny-back-in-court-on-charges-of-slandering-war-veteran
https://www.theguardian.com/world/2021/feb/12/alexei-navalny-back-in-court-on-charges-of-slandering-war-veteran
https://www.barchart.com/story/news/1129047/australia-report-says-make-google-and-facebook-pay-for-news
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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) 20 20 0 Down

3-mo T-bill yield (bps) 3 4 -1 Neutral

TED spread (bps) 17 17 0 Up

U.S. Libor/OIS spread (bps) 7 7 0 Up

10-yr T-note (%) 1.17 1.17 0.00 Neutral

Euribor/OIS spread (bps) -54 -54 0 Neutral

EUR/USD 3-mo swap (bps) 1 0 1 Down

Currencies Direction

dollar Up Down

euro Down Up

yen Down Up

pound Down Up

franc Down Up

Central Bank Action Current Prior Expected

Russian Central Bank Benchmark Rate 4.250% 4.250% 4.250% 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 $60.81 $61.14 -0.54%

WTI $57.83 $58.24 -0.70%

Natural Gas $2.89 $2.87 0.66%

Crack Spread $12.32 $12.49 -1.37%

12-mo strip crack $14.84 $14.98 -0.89%

Ethanol rack $1.73 $1.73 0.11%

Gold $1,817.11 $1,825.51 -0.46%

Silver $27.07 $26.98 0.34%

Copper contract $376.45 $377.15 -0.19%

Corn contract $543.50 $539.75 0.69%

Wheat contract $638.50 $639.00 -0.08%

Soybeans contract $1,375.50 $1,366.75 0.64%

Baltic Dry Freight 1313 1303 10

Actual Expected Difference

Crude (mb) -6.6 -0.8 -5.8

Gasoline (mb) 4.3 2.1 2.2

Distillates (mb) -1.7 -1.3 -0.4

Refinery run rates (%) 0.70% -0.10% 0.80%

Natural gas (bcf) -171.0 -179.0 8.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report
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Weather 
 

The 6-10 and 8-14 day forecasts currently call for colder than normal temperatures in virtually 

the entire country, but especially in the Midwest.  The only area expected to enjoy warmer than 

normal temperatures is southern Florida.  The forecast calls for wetter than normal conditions in 

the Northeast and the Northwest, with dry conditions in the Southwest and Florida. 
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Data Section 
 

U.S. Equity Markets – (as of 2/11/2021 close) 

 

  
-10.0% 0.0% 10.0% 20.0%

Consumer Staples
Utilities

Industrials
Materials

Healthcare
S&P 500

Real Estate
Consumer Discretionary

Financials
Technology

Communication Services
Energy

YTD Total Return

-2.0% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5%

Energy

Utilities

Consumer Staples

Financials

Consumer Discretionary

Industrials

Materials

Communication Services
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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 2/11/2021 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 

 

February 12, 2021 
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P/E as of 2/10/2021 = 26.0x

 
 

Based on our methodology,1 the current P/E is 26.0x, down 0.1x from last week.  Improving 

earnings contracted the multiple. 

 
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 (Q2 and Q3) and two estimates (Q4 and Q1). 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. 


