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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 27, 2023—9:30 AM EST] Global equity markets are mixed this morning. In 

Europe, the Euro Stoxx 50 is currently up 1.8% from its prior close. In Asia, the MSCI Asia 

Apex 50 Index closed down 0.6%. Chinese markets were lower, with the Shanghai Composite 

closing down 0.3% from its prior close and the Shenzhen Composite closing down 0.7%. U.S. 

equity index futures are signaling a higher open. 

 

With 468 companies having reported so far, S&P 500 earnings for Q4 are running at $54.30 per 

share compared to estimates of $52.85. Of the companies that have reported thus far, 68.8% have 

exceeded expectations, while 25.0% have fallen short of expectations.  

 

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:  
 

• Bi-Weekly Geopolitical Report (2/21/2023) (with associated podcast) “Chip War: Book 

Review” 

• Weekly Energy Update (2/23/2023): We continue to chronicle the rise in commercial 

crude oil inventory and comment on the IAEA news that Iran is dangerously close to 

weapons-grade uranium enrichment. We also note how oil and gas markets are adjusting 

to the war in Ukraine, now one year since it began. 

• Asset Allocation Quarterly – Q1 2023 (1/19/2023): Discussion of our asset allocation 

process, Q1 2023 portfolio changes, and our outlook for the markets. 

• Asset Allocation Bi-Weekly (2/27/2023) (with associated podcast): “Federal Reserve 

Policymakers in 2023: Hawks or Doves?”   

• Asset Allocation Q1 2023 Rebalance Presentation (2/2/2023): Video presentation 

featuring the Asset Allocation Committee as they review our asset allocation strategies, 

recent portfolio changes, and the current macro environment. 

• Confluence of Ideas podcast (2/1/2023): “The 2023 Outlook” 

 

Our Comment today opens with news related to China’s regulation of its technology sector.  We 

next review a range of other international and U.S. developments with the potential to affect the 

financial markets today, many of which also relate to China and its relationship with other 

countries.  We end today’s Comment with a few positive notes on U.S. inflation pressures. 

 

 

Daily Comment 
 

By Patrick Fearon-Hernandez, CFA, 

and Thomas Wash 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_02_21_2023.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Feb_23_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Feb_23_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Feb_23_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Feb_23_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q123.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Feb_27_2023.pdf
https://www.confluenceinvestment.com/category/asset-allocation-reports/asset-allocation-bi-weekly-podcast-asset-allocation-reports/
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/


 

 

20 Allen Avenue, Suite 300 | Saint Louis, MO 63119 | 314.743.5090 

www.confluenceinvestment.com 

 2 

China:  Technology-focused investment bank China Renaissance (1911, HKG, 7.10) said its 

founder and chairman, Bao Fan, dropped out of sight because he is “cooperating in an 

investigation carried out by certain authorities” in mainland China.  The news seems to confirm 

that Bao is the target of some kind of criminal or corruption probe.  If so, it would probably 

rekindle concerns that China’s technology sector is still being targeted for discipline, despite 

recent signs that the government was easing up on it.  That’s likely to be a headwind for Chinese 

technology shares in the near term. 

 

China-United States:  New intelligence reports provided to Congress show that the U.S. 

Department of Energy, which runs several government labs, has now joined the FBI in 

concluding that the COVID-19 pandemic was caused by a Chinese laboratory mishap.  Although 

other components of the U.S. Intelligence Community still judge that the pandemic began 

through natural transmission, the new conclusion by the DOE will certainly anger the Chinese 

and potentially lead them to impose retaliatory measures against U.S. trade and investment. 

 

China-Netherlands-United States:  The Dutch company ASML (ASML, $618.38) is virtually 

the sole supplier of the machines needed to make the world’s most advanced semiconductors.  It 

has reportedly found that a former China-based employee who was accused of stealing 

technology data from the firm appears to have ties to a Chinese state-sponsored entity which was 

previously linked to intellectual property theft.  The U.S. government is also investigating the 

incident as a potential case of Chinese industrial espionage. 

• ASML is so critical to the production of the most advanced computer chips that it is 

certainly targeted by China for its technology secrets.  Even if the West wasn’t trying to 

clamp down on technology transfers to China, we suspect Beijing would be trying to steal 

ASML’s technology so that it could share it with Chinese firms and eventually install a 

Chinese firm at the top of the global semiconductor equipment industry. 

• If ASML’s technology data theft is confirmed to be linked to Beijing, it will further 

increase Western-Chinese tensions and put investors at an even greater risk of being 

caught in the crossfire. 

 

China-Russia:  U.S. officials provided more details on their announcement last week that they 

have intelligence indicating that China is considering sending lethal aid to Russia for its invasion 

of Ukraine.  The officials stated that the aid China is contemplating sending could include 

drones, artillery, and possibly other weapons.  The U.S. revelation likely aims to expose China’s 

assistance to the aggressor even as it publicly paints itself as a neutral peacemaker and a 

champion of national sovereignty, independence, and territorial integrity.  The U.S.’s hope is that 

such a revelation will discourage Beijing from following through with sending the lethal aid to 

Russia. 

• If China does follow through, then U.S. and European officials have warned that there 

would be severe consequences for China’s relationship with the West. 

• It may seem that Western-Chinese relations are already as bad as possible, but the West’s 

recent moves to “decouple” from China have actually been relatively focused, mostly on 

the flow of advanced technology and critical resources.  Overall, Western trades and 

investments with China have continued to grow. 

https://www.scmp.com/business/banking-finance/article/3211611/china-renaissance-says-missing-founder-bao-fan-assisting-chinese-authorities-investigation?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20230227&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3211596&article_id_list=3211569,3211043,3211597,3211611,3211596,3211588,3211580,3211457&tc=31&CMCampaignID=b205d359cc86fe46452eb39532dab7b3
https://www.scmp.com/business/banking-finance/article/3211611/china-renaissance-says-missing-founder-bao-fan-assisting-chinese-authorities-investigation?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20230227&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3211596&article_id_list=3211569,3211043,3211597,3211611,3211596,3211588,3211580,3211457&tc=31&CMCampaignID=b205d359cc86fe46452eb39532dab7b3
https://www.scmp.com/business/banking-finance/article/3211611/china-renaissance-says-missing-founder-bao-fan-assisting-chinese-authorities-investigation?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20230227&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3211596&article_id_list=3211569,3211043,3211597,3211611,3211596,3211588,3211580,3211457&tc=31&CMCampaignID=b205d359cc86fe46452eb39532dab7b3
https://www.wsj.com/articles/covid-origin-china-lab-leak-807b7b0a?mod=hp_lead_pos10
https://www.wsj.com/articles/covid-origin-china-lab-leak-807b7b0a?mod=hp_lead_pos10
https://www.scmp.com/tech/tech-war/article/3211584/ex-asml-employee-accused-data-theft-being-probed-ties-china?module=perpetual_scroll_0&pgtype=article&campaign=3211584
https://www.scmp.com/tech/tech-war/article/3211584/ex-asml-employee-accused-data-theft-being-probed-ties-china?module=perpetual_scroll_0&pgtype=article&campaign=3211584
https://www.wsj.com/articles/as-china-calls-for-peace-u-s-believes-beijing-is-mulling-artillery-and-drone-deliveries-to-moscow-aee2b62a?mod=world_lead_pos3
https://www.wsj.com/articles/as-china-calls-for-peace-u-s-believes-beijing-is-mulling-artillery-and-drone-deliveries-to-moscow-aee2b62a?mod=world_lead_pos3
https://www.wsj.com/articles/from-mcdonalds-to-ralph-lauren-u-s-companies-are-planning-china-expansions-c1a33969?mod=hp_lead_pos6
https://www.wsj.com/articles/from-mcdonalds-to-ralph-lauren-u-s-companies-are-planning-china-expansions-c1a33969?mod=hp_lead_pos6
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• That suggests that any further worsening in the West’s relationship with China could lead 

again to restrictions on a broader range of goods, services, technologies, and capital flows 

that otherwise wouldn’t be considered sensitive. 

• As we have warned many times before, worsening tensions with China have the potential 

to catch investors in the crossfire. 

 

Russia-Ukraine War:  Russian forces have launched a new wave of drone attacks on Ukraine 

and continue their modest counteroffensives at various places on the front lines running from 

northeastern to southern Ukraine, but their gains appear to be minimal in the face of strong 

Ukrainian opposition.  Separately, Germany, France, and the U.K. have floated a plan under 

which the North Atlantic Treaty Organization would provide security guarantees to Ukraine as 

an incentive for it to begin peace talks with Russia. 

 

Nigeria:  Although vote counting continues after Saturday’s presidential election, it appears that 

outsider Peter Obi of the Labour Party has won the state of Lagos, the country’s economic 

powerhouse and the home state of his main rival Bola Tinubu.  As the electoral authorities 

struggle with various complications in the country’s new voting system, it is unclear when the 

final election results will be known.  That raises the prospect of intensifying political violence in 

one of the world’s top oil producers. 

 

Mexico:  Tens of thousands of protestors rallied in Mexico City yesterday against President 

Andrés Manuel López Obrador’s “reform” of the electoral system, which passed Congress last 

week.  The changes will slash funding for Mexico’s electoral authority, which is expected to lead 

to the dismissal of 85% of its professional staff and could potentially put the credibility of the 

country’s elections in doubt.  The protests are a welcome sign that significant numbers of 

Mexicans are willing to push back against the president’s growing authoritarianism. 

 

European Union-United Kingdom:  Several weekend statements by Prime Minister Sunak and 

his ministers suggest the EU and the U.K. could announce a deal this week to restructure the 

controversial “Northern Ireland Protocol,” which is the part of the Brexit agreement that keeps 

shipments from the U.K. to Northern Ireland from flowing duty-free into the EU.  The very latest 

reporting indicates that Sunak could announce the deal as early as today. 

• However, even if Sunak announces a deal, there is a strong chance that the far-right wing 

of his Conservative Party will oppose it on sovereignty and nationalism grounds. 

• Such an event could destabilize the Sunak government, potentially prompting some of his 

ministers to resign and encouraging unionists in Northern Ireland to keep blocking the 

formation of a coalition government for the province. 

 

United States-European Union:  In an important interview with the Wall Street Journal, 

European Commission Executive Vice President Vestager toned down her criticism of the new 

U.S. subsidies for green technology investments found in last year’s Inflation Reduction Act.  

According to Vestager, a closer analysis of the subsidies suggests that the main threats to 

European competitiveness will be limited to a handful of sectors, and that even if some European 

https://www.wsj.com/articles/russia-launches-new-wave-of-iranian-made-drones-against-ukraine-ba637bd1?mod=hp_lead_pos11
https://www.wsj.com/articles/ukraine-counters-wagners-claims-of-advances-near-bakhmut-f053d313?mod=world_lead_story
https://www.wsj.com/articles/ukraine-counters-wagners-claims-of-advances-near-bakhmut-f053d313?mod=world_lead_story
https://www.wsj.com/articles/natos-biggest-european-members-float-defense-pact-with-ukraine-38966950?mod=world_lead_story
https://www.wsj.com/articles/natos-biggest-european-members-float-defense-pact-with-ukraine-38966950?mod=world_lead_story
https://www.ft.com/content/0042ba7e-be34-4156-8d78-91fb461aaf6f
https://www.ft.com/content/6a390bb6-cc39-45f5-bc03-2eb30aa862cc
https://www.ft.com/content/6a390bb6-cc39-45f5-bc03-2eb30aa862cc
https://www.thetimes.co.uk/article/rishi-sunak-interview-let-s-get-brexit-s-unfinished-business-done-j5j3wd8ls?utm_source=POLITICO.EU&utm_campaign=4e84ee29cc-EMAIL_CAMPAIGN_2023_02_26_01_45&utm_medium=email&utm_term=0_10959edeb5-4e84ee29cc-%5BLIST_EMAIL_ID%5D
https://www.thetimes.co.uk/article/rishi-sunak-interview-let-s-get-brexit-s-unfinished-business-done-j5j3wd8ls?utm_source=POLITICO.EU&utm_campaign=4e84ee29cc-EMAIL_CAMPAIGN_2023_02_26_01_45&utm_medium=email&utm_term=0_10959edeb5-4e84ee29cc-%5BLIST_EMAIL_ID%5D
https://www.ft.com/content/2017842b-eedd-4acd-91a9-22271bf8ddfa
https://www.wsj.com/articles/inflation-reduction-act-frustration-in-europe-eases-as-brussels-considers-countermeasures-bb0d142c?mod=hp_listb_pos3
https://www.wsj.com/articles/inflation-reduction-act-frustration-in-europe-eases-as-brussels-considers-countermeasures-bb0d142c?mod=hp_listb_pos3
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companies may be incentivized to shift their capital investments to the U.S., the subsidies won’t 

necessarily be the deciding factor. 

• Vestager’s comments indicate that the U.S. subsidies have become much less 

contentious, as we have long suggested they would.  In part, that’s probably because the 

U.S. has been encouraging the Europeans to adopt similar industrial policies that would 

offer support for their own green technology industries over time. 

• In any case, Vestager’s comments imply that the controversy over the U.S. subsidies will 

soon subside.  That means they won’t be a serious threat to U.S.-European unity going 

forward.  

 

U.S. Labor Market:  The Financial Times released an analysis of the latest corporate earnings 

reports showing that U.S. companies are now finding it “dramatically” easier to hire, despite 

recent data pointing to an extraordinarily tight labor market.  The report could help reassure the 

Federal Reserve that wage pressures will soon ease and that the policymakers can soon stop 

hiking interest rates to slow the economy. 

 

U.S. Apartment Market:  Rental housing website Apartment List released data showing the 

average rental rate on new apartment leases fell in every major metropolitan area in the U.S. over 

the six months through January.  This, in part, likely reflects a spike in supply as newly built 

apartments become available.  According to the data, renters with new leases in January paid a 

median rent that was 3.5% lower than they would have paid last August.  Falling rent prices 

should eventually help bring down consumer price inflation, although their impact can be slow to 

show up in the data. 

 

U.S. Economic Releases  

 

Gauges for industrial activity and future investment largely beat expectations in January. New 

durable goods orders fell 4.5% last month. The reading was below estimates of a 4.0% decline 

and the previous month’s rise of 5.1%. Much of the decrease in orders was due to a drop in 

orders for airplanes. Excluding transportation, durable goods orders rose 0.7% from the prior 

month. The increase was above expectations of 0.2% and last month’s loss of 0.1%. The sharp 

rebound in spending for core durable goods orders reflects a pickup in factory output. 

 

https://www.ft.com/content/cb0a8ddf-6b32-49d8-8870-d1384580e9c9
https://www.ft.com/content/cb0a8ddf-6b32-49d8-8870-d1384580e9c9
https://www.ft.com/content/9d0219f2-428b-45a6-a69e-7dac7bf85e3d
https://www.wsj.com/articles/apartment-rents-fall-as-crush-of-new-supply-hits-market-2403c6ea?mod=hp_featst_pos3
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The chart above shows the annual change in new orders and shipments for durable goods. 

Manufacturing orders rose 3.0% in January, much slower than the previous month increase of 

11.2%. Meanwhile, shipments jumped 6.8% last month, slightly lower than December’s 8.4% 

rise.  

 

Similarly, spending on business equipment was also strong. New orders for capital goods rose 

0.8% from the prior month. The reading was above the previous month’s decline of 0.1% and 

current month’s estimate of 0.0%. Meanwhile, shipments for capital goods rose 1.1% from the 

prior month, well above consensus expectations of a 0.2% rise and last month’s decline of 0.6%. 

This data suggests that firms are anticipating stronger demand for goods in the future.  
 

 

Despite the strong monthly increase in new orders, spending on industrial equipment is down 

0.3% from the prior year. The annual decline suggests that manufacturers are not as confident 

about demand as they were last year.  
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The table below lists the economic releases and/or Federal Reserve 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. 
 

  
 

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. 

 

EST Indicator Expected Prior Rating

10:00 Pending Home Sales m/m Jan 1.0% 2.5% **

10:00 Pending Home Sales NSA y/y Jan -34.3% **

10:30 Dallas Fed Manufacturing Activity m/m Feb -9.3 -8.4 **

EST Speaker or Event

10:30 Phiip Jefferson Discusses Inflation and the Dual Member of the Board of Governors

Federal Reserve

District or Position

Economic Releases

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Leading Economic Index m/m Dec F 97.2 97.2 ** Equity and bond neutral

New Zealand Retail Sales Ex Inflation q/q 4Q -0.6% 0.4% 0.6% ** Equity bearish, bond bullish

South Korea Retail Sales y/y Jan 4.0% 6.7% ** Equity bearish, bond bullish

Depart. Store Sales y/y Jan -3.7% 10.3% -- * Equity bearish, bond bullish

Discount Store Sales y/y Jan -3.8% 8.4% -- * Equity bearish, bond bullish

EUROPE

Eurozone M3 Money Supply y/y Jan 3.5% 4.1% 3.9% *** Equity and bond neutral

Consumer Confidence m/m Feb F -19.0 -19.0 ** Equity and bond neutral

Economic Confidence m/m Feb 99.7 99.9 99.8 *** Equity and bond neutral

Industrial Confidence m/m Feb 0.5 1.3 1.2 *** Equity bearish, bond bullish

Services Confidence m/m Feb 9.5 10.7 10.4 ** Equity bearish, bond bullish

Italy Consumer Confidence m/m Feb 104.0 100.9 101.3 *** Equity bullish, bond bearish

Manufacturing Confidence m/m Feb 102.8 102.7 102.8 *** Equity and bond neutral

Economic Sentiment m/m Feb 109.1 109.1 ** Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 24-Feb 506.0b 512.4b * Equity and bond neutral

Total Sight Deposits CHF w/w 24-Feb 520.7b 526.8b * Equity and bond neutral

Russia Gold and Forex Reserves m/m 17-Feb $582.1b $589.0b *** Equity and bond neutral

AMERICAS

Mexico Trade Balance m/m Jan -4.125b 0.984.0b -4.750b ** Equity and bond neutral

Brazil FGV Inflation IGPM y/y Feb 1.86% 3.79% 1.98% *** Equity and bond neutral

Total Outstanding Loans m/m Jan 5317b 5326b 5335b ** Equity and bond neutral
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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. 

  
 

 

Weather 

The 6-10 and 8-14 day forecasts show colder-than-normal temperatures for most of the country, 

with warmer-than-normal temperatures in the Deep South and Mid-Atlantic. The forecasts show 

wetter-than-normal conditions throughout the majority of the nation, with dry conditions on the 

coasts of New England and in the Deep South.  

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 495 496 -1 Up

3-mo T-bill yield (bps) 468 469 -1 Up

TED spread (bps) 27 27 0 Widening

U.S. Sibor/OIS spread (bps) 489 488 1 Up

U.S. Libor/OIS spread (bps) 492 491 1 Up

10-yr T-note (%) 3.97 3.95 0.02 Flat

Euribor/OIS spread (bps) 270 269 1 Up

Currencies Direction

Dollar Down Down

Euro Flat Up

Yen Up Up

Pound Up Up

Franc Flat Up

Price Prior Change Explanation

Brent $83.00 $83.16 -0.19%

WTI $76.21 $76.32 -0.14%

Natural Gas $2.64 $2.55 3.41%

Crack Spread $35.38 $34.70 1.97%

12-mo strip crack $28.56 $28.24 1.13%

Ethanol rack $2.32 $2.32 -0.17%

Metals

Gold $1,812.15 $1,811.04 0.06%

Silver $20.71 $20.76 -0.27%

Copper contract $398.40 $395.30 0.78%

Grains

Corn contract $650.00 $649.25 0.12%

Wheat contract $719.25 $721.75 -0.35%

Soybeans contract $1,521.50 $1,519.25 0.15%

Shipping

Baltic Dry Freight 883                816               67

Energy Markets
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Data Section 
 

U.S. Equity Markets – (as of 2/24/2023 close) 

 

-10% -5% 0% 5% 10% 15%

Utilities
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Energy
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Industrials

S&P 500
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Financials

Materials

Technology
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Consumer Discretionary

YTD Total Return

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

Technology

Real Estate

Consumer Discretionary

Communication Services

Healthcare

S&P 500

Consumer Staples

Industrials

Energy

Utilities

Financials

Materials

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 2/24/2023 close) 

 

-10% -5% 0% 5% 10%

Commodities

US Government Bond

Cash

US Corporate Bond

US High Yield

Emerging Markets ($)

Emerging Markets (local currency)

Growth

Real Estate

Large Cap

Value

Foreign Developed ($)

Foreign Developed (local currency)

Mid Cap

Small Cap

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 Update 

 

February 23, 2023 

 

0

5

10

15

20

25

30

70 80 90 00 10 20 30 40 50 60 70 80 90 00 10 20

4Q TRAILING P/E AVERAGE

-1 STANDARD DEVIATION +1 STANDARD DEVIATION

LONG-TERM TRAILING P/E

P
/E

Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 2/22/2023 = 19.8x

 
 

Based on our methodology,1 the current P/E is 19.8x, unchanged from last week.   
 

 

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. 


