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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: January 14, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

The EuroStoxx 50 is up 0.3% from its last close.  In Asia, the MSCI Asia Apex 50 is up 0.5%.  

Chinese markets were lower, with the Shanghai Composite down 0.9% from the prior close and 

the Shenzhen Composite down 1.4%.  U.S. equity index futures are signaling a higher open.   

  

Good morning.  Equity markets are moving higher despite the continued lift in interest rates.  

Our coverage begins with affairs in Washington, the impeachment, and policy.  China news 

comes next.  There is an update on the breadth of stock purchase bans and a policy 

declassification.  The pandemic coverage follows.  The Fed released the Beige Book yesterday; 

we offer a recap.  EU and post-Brexit updates are next, and we close with a paper that seems to 

come from “Captain Obvious.”  Being Thursday, the Weekly Energy Update is available. We 

discuss why oil prices and oil equities have diverged.  The current Asset Allocation Weekly is 

available, too.   

 

Impeachment and policy:  Yesterday, the House approved the articles of impeachment, making 

President Trump the only president to be impeached twice.  The articles will move to the Senate 

for a vote, but it doesn’t look like Majority Leader McConnell (R-KY) will bring them to the 

floor before the inauguration.  Here is our take: 

• Despite the turmoil, equity prices continue to lift higher.  It doesn’t appear that equities 

are worried about the fallout from the impeachment or future Biden administration 

policy.  Monetary policy is still the focus (see below). 

• As regular readers know, we focus more on trends than political figures.  This is just the 

opposite of the media.  Nothing sells ad minutes better than villains and heroes.  

However, in our analysis, focusing on personalities misses the underlying trends.  We 

have framed not just the Trump administration, but the Obama administration too, as 

reflecting the desperation of the working class.  Many of Obama’s supporters in 2008 

thought they were getting Bernie Sanders (I-VT) and are still bitterly disappointed that he 

turned out to be mostly a center-left establishment president.  Right-wing populists have 

enthusiastically supported President Trump, but his support for that group has been 

mixed.  The tax cuts did little for them, and while the regulation rollbacks were small-

business friendly, regulations tend to protect labor over capital.  Immigration restrictions, 

on the other hand, were popular.   

o We are seeing the GOP split between the establishment and the populists widen.  

There are widespread corporate withdrawals of funding support for Republicans 
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seen as supporting the events last week.  We view these decisions as an attempt 

by the establishment wing of the GOP to retake control of the party. 

o We have been arguing for some time that part of what is going on is a realignment 

of political parties in the U.S.  If the GOP establishment fails to gain some 

semblance of control, we would not be surprised to see long-time conservatives 

either become independents (a breakup similar to the Whigs in the 1850s) or 

become Democrats.   

o The Democrats have their own establishment/populist split but manage it through 

divide and conquer.  The leadership uses identity to play off one populist group 

against another to stay in power.  That strategy is working for now but may not 

work indefinitely. 

o Overall, the focus on impeachment is due, in part, to the idea that Trump is a 

singular figure, and if he is banished, his followers will no longer be a threat.  

This idea is probably misguided.  Right-wing populists will find another 

champion.   

• For investors, the party realignments do bring some risk.  For example, it is getting very 

difficult for some industries to engage in long-term investments because the regulatory 

landscape is no longer consistent.  Uncertainty about tax rates changes behavior, even if 

the tax rates themselves don’t change.  But, for the next few years, we are looking at an 

environment of liquidity expansion under conditions of high income inequality, which 

means ample excess liquidity that will need to find a home, with most of the cash sitting 

on the balance sheets of the wealthy.  This is the topic of discussion for tomorrow’s 

Asset Allocation Weekly. 

• The change in Senate leadership means that Senator Sherrod Brown (D-OH) will become 

chairman of the banking committee.  Expect a couple years of large bank executive 

grilling. 

• One complication that comes from impeachment is that it will reduce the available policy 

“bandwidth” to work on stimulus and other policies.  President-Elect Biden will unveil 

policy proposals today.   

• The merger landscape is changing.  Visa (V, USD, 209.35) announced it was abandoning 

its plans to purchase Plaid.  The DOJ opposed the merger.   

China:  U.S. investors get a reprieve on major Chinese tech stocks, and U.S. policy on the Far 

East is declassified. 

• Americans will be able to continue to hold shares of Alibaba (BABA, USD, 235.30), 

Tencent (TCHEY, USD, 78.43), and Baidu (BIDU, USD, 236.94).  The decision emerged 

after the DoD and Treasury came to an agreement.  The former was worried that these 

firms assisted China’s military, while the latter was concerned that banning such high-

profile companies would lead to unnecessary market disruption.  In the end, the Treasury 

did prevail.  

https://www.msn.com/en-us/news/politics/wall-street-ceos-will-get-call-to-face-senate-bankings-new-boss/ar-BB1cHg5q
https://www.wsj.com/articles/democrats-plan-policy-path-on-next-round-of-stimulus-checks-other-aid-11610546868?st=fh6ctp11u1wn9yn&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/democrats-plan-policy-path-on-next-round-of-stimulus-checks-other-aid-11610546868?st=fh6ctp11u1wn9yn&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/visa-abandons-planned-acquisition-of-plaid-after-doj-challenge-11610486569?st=agftl4jwffc11ow&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/visa-abandons-planned-acquisition-of-plaid-after-doj-challenge-11610486569?st=agftl4jwffc11ow&reflink=desktopwebshare_permalink
https://www.ft.com/content/46505ee0-fb3d-4cf0-a3df-64e9661e839f
https://www.wsj.com/articles/americans-wont-be-banned-from-investing-in-alibaba-tencent-and-baidu-11610563890?st=hc7l1utbnr8iops&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/americans-wont-be-banned-from-investing-in-alibaba-tencent-and-baidu-11610563890?st=hc7l1utbnr8iops&reflink=desktopwebshare_permalink
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• The incoming administration named Kurt Campbell to be the Asia tsar1 to coordinate 

Asia foreign policy.  Campbell is a high-profile appointment; here is a report he wrote for 

Foreign Affairs, where he discusses his view of the region.  Although there is much talk 

about working with allies and framing the region in a way similar to Europe after 

Napoleon, this model probably doesn’t work very well.  Outside of China, the countries 

in the region tend to treat geopolitics on a transactional basis.  In other words, they like 

the Cold War tradeoff of being able to run mercantilist trade policies with the U.S. and 

not have to pay for their own security in return for policy fealty to Washington.  In the 

absence of the Cold War structure, we anticipate the nations of the region will try to get 

favors from both the U.S. and China. 

• The U.S. declassified its Strategic Framework for the Indo-Pacific yesterday.  The 

framework has been in place since 2018 and reflects analysis from Australia on 

containing China and managing North Korea.  The existence of such a document isn’t a 

huge surprise, but the decision to declassify it reduces the ability of the next 

administration to deviate significantly from it.  After all, if nations have been using this 

framework for the past couple of years, it will be a problem to change it radically.   

• China continues to clamp down on Hong Kong.  The latest is that authorities are 

considering banning anyone with a British National passport from holding public office.  

The U.K. makes it easy for such holders to move to Britain, giving Beijing less control 

over these passport holders, so denying them political office ties officials closer to China.  

o Beijing is expanding its digital crackdown on dissidents.   

o Ted Hui made an escape from Hong Kong with the help of two young Danes.   

• The U.S. has banned cotton and tomato products from Xinjiang.   

• As we note below, China’s exports continue to rise at a torrid pace.   

• We have been eying Singapore as a destination for foreign companies leaving Hong 

Kong.  The North Face (VFC, USD, 85.57) is the latest to move.   

COVID-19:  The number of reported cases is 92,462,193 with 1,981,097 fatalities.  In the U.S., 

there are 23,078,350 confirmed cases with 384,784 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 29,380,125 doses of the vaccine have 

been distributed with 10,278,462 of first doses injected.  The Rt data shows 20 states are showing 

a reading less than one, with New Hampshire having the best results and Washington state with 

the worst. 

 

Virology 

• The Chinese New Year is less than a month away (February 12, the year of the Ox), and 

Chinese officials are warning citizens to avoid “unnecessary” trips.  The Chinese New 

Year usually brings a mass migration as urban dwellers travel back to the countryside to 

 
1 We await to see if a Russia tsar is named. 

https://www.ft.com/content/ac4c02f4-48a7-49f3-9a06-0c3879750b37
https://www.washingtonpost.com/opinions/2021/01/13/kurt-campbell-biden-china-asia-nsc/
https://www.foreignaffairs.com/articles/united-states/2021-01-12/how-america-can-shore-asian-order
https://www.whitehouse.gov/briefings-statements/statement-national-security-advisor-robert-c-obrien-011221/
https://www.whitehouse.gov/wp-content/uploads/2021/01/IPS-Final-Declass.pdf
https://www.axios.com/indo-pacific-strategy-trump-administration-china-377b965c-6cf8-4299-a230-c0e869bb4d73.html
https://www.aspistrategist.org.au/declassification-of-secret-document-reveals-real-us-strategy-in-the-indo-pacific/
https://www.scmp.com/news/hong-kong/politics/article/3117625/national-security-law-beijing-mulling-public-office-ban?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3117625
https://www.washingtonpost.com/world/asia_pacific/hong-kong-national-security-law-internet/2021/01/12/01738064-53b6-11eb-acc5-92d2819a1ccb_story.html?=
https://www.wsj.com/articles/a-hong-kong-dissidents-daring-escape-11610494379?st=es4idsuwpmvmr3g&reflink=desktopwebshare_permalink
https://www.reuters.com/article/us-usa-trade-china-xinjiang/u-s-to-ban-imports-of-all-cotton-tomato-products-from-chinas-xinjiang-region-idUSKBN29I2KO
https://www.wsj.com/articles/china-exports-boom-to-record-year-while-covid-19-ravages-global-economy-11610610939?st=syak1381lsrzsft&reflink=desktopwebshare_permalink
https://asia.nikkei.com/Business/Retail/North-Face-owner-quits-Hong-Kong-for-Shanghai-and-Singapore
https://www.nytimes.com/live/2021/01/14/world/covid19-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://rt.live/
https://www.scmp.com/news/china/article/3116833/coronavirus-chinese-urged-not-make-unnecessary-trips-home-lunar-new-year?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3116833
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meet with relatives.  Last year, this travel increased the spread of COVID-19.  China is 

experiencing another outbreak at what may be the worst possible moment.   

• In vaccine news: 

o The Sinovac (SVA, USD, 6.47) vaccine hit a setback when reports from a 

Brazilian study showed much lower efficacy than the current Western vaccines.  

The Chinese vaccine was slated for the emerging world, so this news is a 

disappointment for that region.   

o The Johnson & Johnson (JNJ, USD, 157.89) single-shot vaccine is expected to 

release trial results over the next two weeks, but initial reports are favorable.  

There is great hope riding on this vaccine because its distribution will be much 

less complicated than the current ones.  As noted, it requires just a single dose and 

only needs refrigeration, not freezing.  However, there are worries about 

production capacity.   

o In the U.S., distribution facilities are grappling with a problem—if you thaw the 

current vaccines, they will spoil if they are not used.  Thus, if fewer patrons than 

expected come in for vaccination, the distributors either must let the vaccines 

spoil or scramble to distribute doses, sometimes to groups not in the protocol.   

o Firms are starting to pay workers to take the vaccine. 

o Australian researchers are concerned about the effectiveness of the AstraZeneca 

(AZN, USD, 50.88) vaccine.   

o Russia is having vaccine distribution problems, too.   

• Over time, what will become of COVID-19?  Scientists expect it to become similar to a 

childhood common cold.   

• In related news, Asian poultry farmers report an outbreak of the H5N8 bird flu.   

Beige Book and the Fed:  The Beige Book offered few surprises, although it did have one 

interesting observation.  Housing patterns are showing stronger economic activity in the suburbs, 

with less in the cities.  Chair Powell will be speaking today; we will be watching for any clues on 

long-term interest rates.   

 

The EU and Brexit:  Here are the highlights. 

• By the weekend, Germany’s CDU will have a new party leader and chancellor.  Angela 

Merkel will be stepping down.  She has been the dominant leader of not just Germany but 

also the EU, and something of a power vacuum will be in place for a while.  Although 

this vote will lead to Merkel’s retirement, it remains unclear if the new party leader will 

also be chancellor.   

• It looks like Italy’s government is about to fail as former PM Matteo Renzi has pulled his 

party out of the coalition.  What’s odd about this decision is that it seems to have nothing 

to do with policy.  Instead, it’s personal animosity.   

• Details of the EU deal with China are starting to dribble out.  The agreement apparently 

allows Chinese nationals to move to the EU to work on investment projects.  The export 

of Chinese labor to foreign investment projects has been a point of contention for some 

time.   

https://www.ft.com/content/488ccf5a-e105-4852-a098-af46a038e7b1?emailId=5fffd6770da40a00045473b4&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/488ccf5a-e105-4852-a098-af46a038e7b1?emailId=5fffd6770da40a00045473b4&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.reuters.com/article/us-health-coronavirus-malaysia/chinas-sinovac-defends-covid-19-vaccine-after-disappointing-brazil-data-idUSKBN29I0ZB
https://www.nytimes.com/2021/01/13/business/chinese-vaccine-brazil-sinovac.html?action=click&campaign_id=51&emc=edit_MBE_p_20210114&instance_id=25990&module=RelatedLinks&nl=morning-briefing&pgtype=Article&regi_id=5677267&section=topNews&segment_id=49246&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.cnbc.com/2021/01/13/covid-vaccine-johnson-johnson-one-shot-safe-generates-immune-response.html
https://nyti.ms/3i8yWfw
https://nyti.ms/3i8yWfw
https://www.wsj.com/articles/extra-covid-19-shots-pose-quandary-for-vaccination-sites-11610569457?st=f6tagbjasnxbhu3&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/extra-covid-19-shots-pose-quandary-for-vaccination-sites-11610569457?st=f6tagbjasnxbhu3&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/federal-vaccine-distribution-changes-draw-concern-at-local-level-11610575663?st=9j5ale0dyvepv55&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/dollar-general-will-pay-workers-to-get-a-covid-19-vaccine-11610542800?st=tg6tnqzsi8aj5as&reflink=desktopwebshare_permalink
https://www.ft.com/content/8def3a81-9b80-46a1-9742-f64b80bfc74f?emailId=5fffd6770da40a00045473b4&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/c86704da-1368-45fd-a1fd-05c3b488442e
https://nyti.ms/3sk1Z4r
https://nyti.ms/3sk1Z4r
https://www.reuters.com/article/uk-health-birdflu-asia-idUSKBN29J029?taid=5fff9ec98844f300011af55b&utm_campaign=trueAnthem:+Trending+Content&utm_medium=trueAnthem&utm_source=twitter
https://www.federalreserve.gov/monetarypolicy/beigebook202101.htm
https://www.wsj.com/articles/u-s-economy-saw-modest-growth-in-late-2020-feds-beige-book-shows-11610565936?st=k9ar6ya7uhcvmr1&reflink=desktopwebshare_permalink
https://bcf.princeton.edu/events/federal-reserve-chair-jerome-powell/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.ft.com/content/ce034f34-cbc6-4ea9-8c16-41fc939fc0fe
https://www.politico.eu/article/not-ready-for-europe-after-angela-merkel-germany/
https://www.politico.eu/article/german-chancellor-race-cdu-jens-spahn-markus-soder/
https://www.politico.eu/article/german-chancellor-race-cdu-jens-spahn-markus-soder/
https://www.politico.eu/article/matteo-renzi-italia-viva-triggers-government-crisis-coronavirus-recovery-plan-giuseppe-conte/
https://www.politico.eu/article/matteo-renzi-italia-viva-triggers-government-crisis-coronavirus-recovery-plan-giuseppe-conte/
https://www.politico.eu/article/matteo-renzi-italia-viva-triggers-government-crisis-coronavirus-recovery-plan-giuseppe-conte/
https://www.politico.eu/article/eu-china-investment-deal-allows-chinese-staff-work-3-years/
https://www.nytimes.com/2009/12/21/world/asia/21china.html
https://www.nytimes.com/2009/12/21/world/asia/21china.html
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• As snags over Brexit abound, the EU negotiator suggests that this will be the new normal.  

We are already seeing EU logistical firms suspend deliveries to the U.K.  Seafood 

exporters in the U.K. are finding that their exports are being held up, leading to serious 

trade disruptions.   

o The Dutch are looking to take financial market share from London. 

And, on a lighter note: A study in the journal Economics and Human Biology proves something 

most of us have suspected for some time—recreational marijuana use leads to higher junk food 

consumption, a fact the Girl Scouts have already noted.   

 

U.S. Economic Releases  

 

For the week ending January 9, initial claims came in at 965K compared to expectations of 

789K.  The prior week’s report was revised from 787K to 784K. 
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The chart above shows the four-week moving average of initial jobless claims.  The moving 

average rose from 816.00K to 834.25K. 

 

For the week ending January 2, continuing claims came in at 5.271MM compared to 

expectations of 5.000MM.  

 

https://www.ft.com/content/4788c361-7b72-46e9-b861-1d29d0662ad2?emailId=5fffd6770da40a00045473b4&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/27069111-be39-446f-8cf1-ed216400b171?emailId=6000394c0da40a0004547851&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/428e401e-74d1-4cd7-9689-fa44bb967a19?emailId=5ffedcb078a0e000043817bc&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/428e401e-74d1-4cd7-9689-fa44bb967a19?emailId=5ffedcb078a0e000043817bc&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/425f163d-56ab-4ad3-b53f-d48f89395d30?emailId=6000394c0da40a0004547851&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.sciencedirect.com/science/article/pii/S1570677X20301921
https://www.sciencedirect.com/science/article/pii/S1570677X20301921
https://www.today.com/parents/girl-scout-sells-300-boxes-cookies-outside-marijuana-dispensary-6-t122455
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The chart above shows the four-week moving average of continuing claims by region.  Many of 

the rising claims are coming from the Midwest, which has struggled to contain the spread of the 

virus in recent weeks. 

 

In December, the price change in traded goods generally favored people living in the U.S. as the 

prices in exported goods outweighed imported goods.  Higher import prices spiked due largely to 

an increase in petroleum and industrial supplies.  As a result, the Import Price Index rose 0.9% 

from the prior month, above expectations of 0.7%.  Excluding petroleum, import prices rose 

0.4% from the previous month, above expectations of 0.1%.  Meanwhile, export prices surged 

due to a rise in nonagricultural commodities and industrial supplies.  The Export Price Index rose 

1.1% from the prior month. 
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The chart above shows terms of trade, which is the ratio of exports to imports.  The improvement 

in terms of trade is likely the result of a weakening dollar making exported goods relatively 

cheaper, which attracts more buyers.  So far, a weaker dollar has not had the same impact on 

imports.  This is not unusual during the initial stages of dollar weakening; it may be harder to 

find substitutes for some goods than others.  That being said, as imports become more expensive, 

it can lead to an increase in inflation. 

 

The table below lists the domestic releases and Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 Bloomberg Consumer Comfort w/w 10-Jan 44.0 **

Speaker or event

11:00 Raphael Bostic Moderates Panel on Inclusive Recovery

12:30 Jerome Powell Takes Part in Princeton Economics Webinar Chairman of Board of Governors of Federal Reserve

13:00 Robert Kaplan Takes Part in a Moderated Q&A President of the Federal Reserve Bank of Dallas

Fed Speakers or Events

District or position

President of the Federal Reserve Bank of Atlanta

 
 

Foreign Economic News 
 

We monitor numerous global economic indicators on a continuous basis.  The most significant 

international news that was released overnight is outlined below.  Not all releases are equally 

significant, thus we have created a star rating to convey to our readers the importance of the 

various indicators.  The rating column below is a three-star scale of importance, with one star 

being the least important and three stars being the most important.  We note that these ratings do 

change over time as economic circumstances change.  Additionally, for ease of reading, we have 

also color-coded the market impact section, which indicates the effect on the foreign market.  

Red indicates a concerning development, yellow indicates an emerging trend that we are 

following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 

 
Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Trade Balance m/m Dec $78.17b $75.43b $72.00b *** Equity bullish, bond bearish

Japan Machine Tool Orders y/y Dec 8.7% 8.6% ** Equity and bond neutral

Core Machine Orders m/m Nov 1.5% 17.1% -6.5% ** Equity bullish, bond bearish

PPI y/y Dec -2.0% -2.2% -2.2% ** Equity and bond neutral

Tokyo Avg Office Vacancies m/m Dec 4.49 4.33 ** Equity bullish, bond bearish

India Wholesale Prices y/y Dec 1.2% 1.6% 0.9% ** Equity bullish, bond bearish

New Zealand Building Permits m/m Nov 1.2% 8.8% ** Equity bearish, bond bullish

Europe

Germany GDP NSA y/y 2020 -5.0% 0.6% -5.2% *** Equity and bond neutral

Budget Maastricht % of GDP y/y 2020 -4.8% 1.5% -6.0% ** Equity and bond neutral

Russia Light Vehicle Car Sales y/y Dec -2.1% 5.9% 6.3% * Equity bearish, bond bullish

Wellbeing Fund m/m Dec $183.4b $177.4b * 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. 
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Today Prior Change Trend

3-mo Libor yield (bps) 23 22 1 Down

3-mo T-bill yield (bps) 7 9 -2 Neutral

TED spread (bps) 16 14 2 Up

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

10-yr T-note (%) 1.11 1.08 0.03 Neutral

Euribor/OIS spread (bps) -55 -55 0 Neutral

EUR/USD 3-mo swap (bps) 2 1 1 Down

Currencies Direction

dollar Down Down

euro Flat Up

yen Up Up

pound Up Down

franc Flat Up   
 

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 $55.98 $56.06 -0.14%

WTI $52.85 $52.91 -0.11%

Natural Gas $2.76 $2.73 1.36%

Crack Spread $12.89 $12.82 0.53%

12-mo strip crack $13.97 $13.96 0.04%

Ethanol rack $1.69 $1.68 0.23%

Gold $1,839.54 $1,845.51 -0.32%

Silver $25.19 $25.22 -0.14%

Copper contract $362.55 $361.70 0.24%

Corn contract $526.75 $524.50 0.43%

Wheat contract $662.50 $660.50 0.30%

Soybeans contract $1,415.00 $1,406.25 0.62%

Baltic Dry Freight 1856 1849 7

Actual Expected Difference

Crude (mb) -3.2 -3.2 0.0

Gasoline (mb) 4.4 2.5 1.9

Distillates (mb) 4.8 2.0 2.8

Refinery run rates (%) 1.30% -0.20% 1.50%

Natural gas (bcf) -129.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

with warmer temperatures in Florida and Maine.  Wet conditions are expected throughout most 

of the country, with dry conditions expected in California, Texas, and Florida. 
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Data Section 
 

U.S. Equity Markets – (as of 1/13/2021 close) 

 

  
-10.0% 0.0% 10.0% 20.0%
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Technology
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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 1/13/2021 close) 

 

-5.0% 0.0% 5.0% 10.0%

Real Estate

US Corporate Bond

US Government Bond

US High Yield

Cash

Large Cap

Commodities

Foreign Developed ($)

Foreign Developed (local currency)

Emerging Markets ($)

Mid Cap

Emerging Markets (local currency)

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). 

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 

 

January 14, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 1/6/2021 = 27.1x

 
 

Based on our methodology,2 the current P/E is 27.1x, up 0.3x from last week.  Higher equity 

values accounted for the expansion. 

 
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. 

 
2 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. 


