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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 17, 2023—9:30 AM EST] Global equity markets are generally lower this 

morning.  In Europe, the Euro Stoxx 50 is relatively unchanged from its prior close. In Asia, the 

MSCI Asia Apex 50 Index closed down 0.4%. Chinese markets were slightly lower, with the 

Shanghai Composite closing down 0.1% and the Shenzhen Composite closing relatively 

unchanged. U.S. equity index futures are signaling a lower 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:  
 

• Bi-Weekly Geopolitical Report (1/09/2023) (with associated podcast) “How China Will 

Manage Its Evolving Geopolitical Bloc” 

• Weekly Energy Update (1/12/2023): We’re back!  The slow recovery of refinery 

operations after the Christmas cold snap, along with a drop in exports, led to a massive 

rise in inventories.  Be sure and check out the European temperature map; a balmy winter 

has prevented a spike in EU natural gas prices.   

• Asset Allocation Quarterly – Q4 2022 (10/18/2022): Discussion of our asset allocation 

process, Q4 2022 portfolio changes, and our outlook for the markets. 

• Asset Allocation Bi-Weekly (12/05/2022) (with associated podcast): “Forecasting 

Financial Stress.” The next AABW report will be published on January 17, 2023.   

• Asset Allocation Q4 2022 Rebalance Presentation (11/14/2022): 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 (12/19/2022): “The 2023 Geopolitical Outlook” 

 

Our Comment today opens with a slew of reports related to China and its recent shift toward 

supporting domestic economic growth and easing tensions with the West.  We next review a 

wide range of other international and U.S. developments with the potential to affect the financial 

markets today, including similarly important shifts in the economic policies of Japan and Europe. 

 

Chinese Real Estate Industry:  In the latest sign that Beijing has reversed its previous clamp 

down on the residential real estate industry, the government has reportedly drafted a 21-point 

action plan to aid embattled developers with 450 billion CPY ($67 billion) in financing.  The 

plan would also include “reasonable debt extensions” for “high-quality developers.”  The 

 

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_1_9_2023.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_12_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_12_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_12_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_12_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q422.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Dec_5_2022.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/
https://www.scmp.com/business/article/3206763/china-property-crisis-beijing-drafts-21-point-plan-aid-developers-financing-debt-extensions-state?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20230114&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3206746&article_id_list=3206676,3206685,3206684,3206803,3206772,3206790,3206789,3206775&tc=29&CMCampaignID=6b3735082608d1c042d2d3efe83a98fd
https://www.scmp.com/business/article/3206763/china-property-crisis-beijing-drafts-21-point-plan-aid-developers-financing-debt-extensions-state?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20230114&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3206746&article_id_list=3206676,3206685,3206684,3206803,3206772,3206790,3206789,3206775&tc=29&CMCampaignID=6b3735082608d1c042d2d3efe83a98fd


 

 

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

www.confluenceinvestment.com 

 2 

government hasn’t indicated which firms are eligible, but it appears the support will focus on 

large, nationally active, systemically important firms. 

• The new support programs for real estate developers suggest that China’s traditional 

growth-oriented, pro-Western policymakers have firmly taken control of the government 

apparatus.  Other recent signs pointing in that direction include the dramatic relaxation of 

COVID-19 restrictions and conciliatory moves toward the West. 

• The reversal from the formerly hardline, ideological policies will likely lead to a 

temporary easing of U.S.-China tensions, a surge in optimism regarding China, and 

possibly a rebound in Chinese equity markets.  The policy easing could also help rekindle 

Chinese economic growth, which came in at a very weak 3.0% in 2022, according to 

official statistics released today.  We still believe U.S.-China relations will worsen over 

time, but the current reversal in Beijing’s policies could produce a short-term, investible 

pop in the value of Chinese risk assets. 

 

Chinese Information Technology Industry:  Despite the step-back from tough restrictions on 

the real estate industry and acerbic diplomacy against the West, other reporting indicates that the 

government has expanded its longstanding practice of taking 1% equity positions in key private 

firms as a way to exercise ongoing influence over them.  These “special management shares” or 

“golden shares” typically come with a seat on the private firm’s board of directors and the right 

to control certain company decisions.  This allows the government to wield power over it outside 

the regulatory regime. 

• A unit of the Cyberspace Administration of China has reportedly taken golden shares in a 

digital media unit of Alibaba (BABA, $117.01), along with a seat on its board, and it is 

reportedly preparing to take similar golden shares in Tencent (TCEHY, $47.79).  Other 

Chinese tech firms that already have such golden shares include Weibo (WB, $20.69) and 

TikTok owner Bytedance (unlisted). 

• China’s shift from heavy-handed regulations and fines against its technology industry 

may look positive at first glance, but the increasing use of golden shares suggests that the 

step back from regulation is only a tactical adjustment.  What we are probably seeing is 

that Beijing wants to take a kinder, gentler approach to its key real estate and technology 

industries, but without really losing control over them.  Except for those who feel 

comfortable investing alongside the Chinese Communist Party, investors are likely to see 

that as a negative for these companies in the long run. 

 

Chinese Population Growth:  Today, the National Statistics Bureau said that the country’s 

population fell by 850,000 in 2022, marking its first decline in decades.  That left China’s 

official population last year at 1.412 billion people. 

• Like many countries around the world, China’s extremely low birth rate is expected to 

lead to further headcount declines and worsening population aging in the future.  Among 

the key implications, that means China’s workforce and available military manpower will 

also continue to decline. 

• Some countries are in relatively better shape, including India.  In fact, India is expected to 

overtake China as the world’s most populous country later this year. 
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https://www.scmp.com/tech/big-tech/article/3206874/chinas-government-take-golden-shares-alibaba-tencent-ensure-influence-over-internet-giants?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20230115&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3206875&article_id_list=3206780,3206874,3206875,3206856,3206689,3206743,3206870,3206866&tc=6&CMCampaignID=dce5dd1dd07d401218e791d0ce5b1c08
https://www.scmp.com/tech/big-tech/article/3206874/chinas-government-take-golden-shares-alibaba-tencent-ensure-influence-over-internet-giants?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20230115&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3206875&article_id_list=3206780,3206874,3206875,3206856,3206689,3206743,3206870,3206866&tc=6&CMCampaignID=dce5dd1dd07d401218e791d0ce5b1c08
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U.S.-China Geopolitical Competition:  Swedish state-owned mining company LKAB 

announced that it has discovered a deposit of more than 1 million tons of rare earth oxides in the 

country’s far north.  If confirmed, it would be the largest such deposit in Europe. 

• Rare earth minerals are essential to advanced technology products, and China and its 

evolving geopolitical bloc currently account for the big majority of the world’s proved 

reserves, production, and refining capacity. 

• When the Swedish deposit is eventually mined in a decade or so, it could help reduce the 

evolving U.S. bloc’s current dependence on China. 

 

 
 

Global Automobile Market:  Data providers LMC Automotive and EV-Volumes.com reported 

that global sales of fully electric vehicles surged to 7.8 million units last year, giving them at 

least a 10% market share for the first time.  Fully electric vehicles made up 19% of all car sales 

in China, 11% in Europe, and less than 6% in the U.S.  The rapid growth in the market underlies 

the rising demand for lithium, cobalt, and other exotic minerals that are especially important in 

the batteries of electric vehicles. 

 

Japan:  The Bank of Japan has begun its latest policy meeting, prompting concern that it could 

decide on a further loosening of its yield-curve control policy, as it did in December when it 

decided to let the yield on 10-year Japanese government bonds rise to 0.50%.  So far this 

morning, 10-year JGB yields have moved slightly above that limit, pushing the JPY higher. 

 

European Union:  In another sign that the EU is taking up the mantle of industrial policy and 

the subsidization of its key industries, Competition Chief Vestager has sent a letter to EU finance 

ministers asking them to consider a new "temporary crisis and transition framework," which 

would simplify state aid rules for green projects and renewable energy technologies.  The new 

framework would be designed to compete with the $369 billion in new U.S. subsidies for green 

energy technology included in the Biden administration’s recent Inflation Reduction Act.  

European Council President Charles Michel has echoed the call for new EU industry support. 

 

https://www.reuters.com/markets/commodities/swedens-lkab-finds-europes-biggest-deposit-rare-earth-metals-2023-01-12/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.reuters.com/markets/commodities/swedens-lkab-finds-europes-biggest-deposit-rare-earth-metals-2023-01-12/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/evs-made-up-10-of-all-new-cars-sold-last-year-11673818385?mod=hp_lead_pos2
https://www.wsj.com/articles/evs-made-up-10-of-all-new-cars-sold-last-year-11673818385?mod=hp_lead_pos2
https://www.ft.com/content/b179bee9-081f-4ed6-b76f-06dae04768ee
https://www.ft.com/content/b179bee9-081f-4ed6-b76f-06dae04768ee
https://www.politico.eu/article/vestager-proposes-urgent-state-aid-reforms-to-keep-business-in-eu/?utm_source=POLITICO.EU&utm_campaign=1360acd301-EMAIL_CAMPAIGN_2023_01_16_05_23&utm_medium=email&utm_term=0_10959edeb5-1360acd301-%5BLIST_EMAIL_ID%5D
https://www.politico.eu/article/vestager-proposes-urgent-state-aid-reforms-to-keep-business-in-eu/?utm_source=POLITICO.EU&utm_campaign=1360acd301-EMAIL_CAMPAIGN_2023_01_16_05_23&utm_medium=email&utm_term=0_10959edeb5-1360acd301-%5BLIST_EMAIL_ID%5D
https://www.politico.eu/article/opinion-charles-michel-ukraine-war-going-big-for-european-union-industry/?utm_source=POLITICO.EU&utm_campaign=1360acd301-EMAIL_CAMPAIGN_2023_01_16_05_23&utm_medium=email&utm_term=0_10959edeb5-1360acd301-%5BLIST_EMAIL_ID%5D
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United Kingdom:  The British train conductors’ union has voted to hold two more days of 

strikes early next month, prolonging the long wave of work stoppages among transportation and 

public services workers.  Besides being disruptive to the economy, the wave of strikes continues 

to weaken the political position of Prime Minister Sunak and his Conservative Party. 

 

World Economic Forum in Davos:  The WEF is kicking off its winter conference today in 

Davos, Switzerland.  After two years in which the in-person forum was canceled because of 

COVID-19, the event will be attended by hundreds of top political and business leaders from 

around the world.  The forum typically produces a lot of interesting political, economic, and 

business news and commentary. 

 

Russia-Ukraine War:  Late last week, the Russian government stated that President Putin has 

named Gen. Valery Gerasimov as commander of the Russian forces in Ukraine, demoting the 

previous commander, Gen. Sergei Surovikin to the position of deputy commander.  Since 

Gerasimov was probably heavily involved in overseeing the invasion, the decision is likely to 

have little appreciable effect on the war.  In large part, naming Gerasimov as commander is 

likely meant to signal that the Kremlin has the war well in hand, despite financier Yevgeny 

Prigozhin’s effort to claim credit for the recent capture of Soledar, via his Wagner Group 

mercenaries.  Prigozhin continues to disparage the Ministry of Defense and, by implication, 

Putin himself, likely in an effort to build political support for a potential future challenge to 

Putin. 

• Separately, the British government late last week confirmed that it will provide 

Challenger 2 battle tanks to Ukraine, marking one of the first commitments to send heavy 

armor to the Ukrainians. 

• The announcement is important because it is likely to encourage other NATO allies to 

provide main battle tanks to the Ukrainians, potentially providing a significant boost to 

the country’s ability to push out the invading Russians. 

 

Peru:  Protests against President Dina Boluarte and the ouster of former President Castillo 

continue to spread around the country.  Indeed, the protests are intensifying and becoming more 

violent, prompting the government to declare a state of emergency in the capital Lima and 

several other regions.   

 

U.S. Fiscal Policy:  On Sunday, newly elected Speaker of the House McCarthy said he would 

negotiate with President Biden over raising the federal debt ceiling of roughly $31 trillion, which 

the government is expected to hit this week, but he insisted that the talks include spending cuts.  

With Democrats insisting that federal programs continue to be funded at least at current levels, 

the statement illustrates the risk of an impasse, potentially leading to a partial government 

shutdown or even a debt default, as the government runs out of work-around measures later this 

year. 

 

U.S. Winter Storms:  California was hit by yet another big round of rain and snow storms on 

Monday, and a smaller set of storms in the middle of this week is now expected to mark the end 

of a period of intense precipitation.  Although the storms have caused widespread death and 

destruction, they have also helped alleviate the state’s recent intense drought.  That could 

https://www.ft.com/content/91eb1310-5a81-43f3-af07-2fdc101d32be
https://www.ft.com/content/91eb1310-5a81-43f3-af07-2fdc101d32be
https://www.wsj.com/livecoverage/davos2023
https://www.wsj.com/livecoverage/davos2023
https://www.washingtonpost.com/world/2023/01/12/russias-new-commander-reflects-putins-plan-push-victory-ukraine/?utm_campaign=dfn-ebb&utm_medium=email&utm_source=sailthru&SToverlay=2002c2d9-c344-4bbb-8610-e5794efcfa7d
https://www.washingtonpost.com/world/2023/01/12/russias-new-commander-reflects-putins-plan-push-victory-ukraine/?utm_campaign=dfn-ebb&utm_medium=email&utm_source=sailthru&SToverlay=2002c2d9-c344-4bbb-8610-e5794efcfa7d
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-january-16-2023
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-january-16-2023
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-january-16-2023
https://www.defensenews.com/global/europe/2023/01/12/britain-to-give-ukraine-heavy-tanks-as-german-leos-are-on-hold/?utm_campaign=dfn-ebb&utm_medium=email&utm_source=sailthru&SToverlay=2002c2d9-c344-4bbb-8610-e5794efcfa7d
https://www.defensenews.com/global/europe/2023/01/12/britain-to-give-ukraine-heavy-tanks-as-german-leos-are-on-hold/?utm_campaign=dfn-ebb&utm_medium=email&utm_source=sailthru&SToverlay=2002c2d9-c344-4bbb-8610-e5794efcfa7d
https://www.ft.com/content/178ed206-971c-4e77-9d0e-6aee188a4e60
https://www.wsj.com/articles/mccarthy-renews-calls-for-spending-cuts-to-raise-debt-ceiling-11673804025?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/as-california-storms-approach-end-flood-fears-remain-11673894376?mod=us_lead_pos4
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potentially be a boon for California’s important agriculture sector, help bring down produce 

prices, and modestly reduce inflation pressures. 

 

U.S. Economic Releases  

 

Manufacturing activity in the New York area contracted significantly in January according to an 

indicator tracked by the Federal Reserve Bank of New York (FRBNY). Last month, the General 

Business Conditions Index fell to -32.9 from -11.2. The reading was much lower than the 

consensus estimates of -8.6 and was the weakest reading since May 2020.  
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The chart above shows the level of the FRBNY General Business Conditions index along with 

its six-month moving average. The moving average rose from -7.27 to -4.58 but remains well 

below the contraction indicator of zero. 

 

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 

EST Speaker or Event

11:30 John Williams Gives Welcoming Remarks President of the Federal Reserve Bank of New York

Economic Releases

 No economic releases for the rest of today

Federal Reserve

District or Position
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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. 
 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan PPI y/y Dec 10.2% 9.3% 9.7% ** Equity and bond neutral

Machine tool orders y/y Dec P 1.0% -7.7% ** Equity bullish, bond bearish

Tertiary Industry Index y/y Nov -0.2% 0.2% 0.5% ** Equity bearish, bond bullish

Australia Melbourne Institute Inflation y/y Dec 5.9% 5.9% * Equity and bond neutral

Westpac Consumer Conf Index m/m Jan 5.0% 3.0% ** Equity bullish, bond bearish

Westpac Consumer Conf SA m/m Jan 84.3% 80.3% -- ** Equity bullish, bond bearish

China Industrial Production y/y Dec 1.3% 2.2% 0.1% *** Equity bullish, bond bearish

Retail Sales y/y Dec -1.8% -5.9% -9.0% * Equity bullish, bond bearish

GDP y/y Q4 2.9% 3.9% 1.6% *** Equity bullish, bond bearish

India Trade Balance m/m Dec -$23.767 -$23.893 -$23.350b * Equity and bond neutral

Exports y/y Dec -12.2% 0.6% ** Equity bearish, bond bullish

Imports y/y Dec -3.5% 5.4% ** Equity bearish, bond bullish

Wholesale Prices y/y Dec 4.95% 5.85% 5.48% ** Equity and bond neutral

EUROPE

Germany CPI y/y Dec F 8.6% 8.6% 8.6% *** Equity and bond neutral

CPI, EU Harmonized y/y Dec F 9.6% 9.6% 9.6% ** Equity and bond neutral

ZEW Survey Current Situation m/m Jan -58.6 -61.4 -57.0 ** Equity and bond neutral

Italy CPI, EU Harmonized y/y Dec F 12.3% 12.3% 12.3% *** Equity and bond neutral

UK Claimant Count Rate m/m Dec 4.0% 3.9% *** Equity and bond neutral

Jobless Claims Change m/m Dec 19.7k 30.5k 16.1k *** Equity and bond neutral

Average Weekly Earnings 3M/YoY y/y Nov 6.4% 6.1% 6.2% ** Equity and bond neutral

ILO Unemployment Rate 3Mths m/m Nov 3.7% 3.7% 3.7% *** Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 13-Jan 511.5b 487.3b * Equity and bond neutral

Total Sight Deposits CHF w/w 13-Jan 536.2b 533.5b * Equity and bond neutral

AMERICAS

Canada Housing Starts m/m Dec 248.6k 264.2k 263.0k ** Equity and bond neutral

Manufacturing Sales m/m Nov 0.0% 2.8% 0.3% ** Equity and bond neutral

Housing Starts m/m Dec 248.6k 264.2k 257.6k ** Equity and bond neutral

CPI m/m Dec 6.3% 6.8% 6.4% *** Equity and bond neutral

Brazil FGV Inflation IGP-10 y/y Jan 0.05% 0.36% 0.30% ** 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. 
 

 
 

 

 

 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 482 481 1 Up

3-mo T-bill yield (bps) 446 448 -2 Up

TED spread (bps) 36 33 3 Tightening

U.S. Sibor/OIS spread (bps) 463 462 1 Up

U.S. Libor/OIS spread (bps) 464 463 1 Up

10-yr T-note (%) 3.48 3.44 0.04 Down

Euribor/OIS spread (bps) 229 230 -1 Up

Currencies Direction

Dollar Flat Down

Euro Up Up

Yen Down Up

Pound Up Up

Franc Up Up

Central Bank Action Current Prior Expected

PBOC 1-Year Med-Term Lending Facility 2.750% 2.750% 2.750% On Forecast

PBOC 1-Year Med-Term Lending (Bil.) 779.0 650.0 800.0 Below Forecast

Price Prior Change Explanation

Brent $85.57 $84.46 1.31%

WTI $80.18 $79.86 0.40%

Natural Gas $3.70 $3.42 8.16% Increased demend due to colder forecast

Crack Spread $36.50 $37.09 -1.60%

12-mo strip crack $31.37 $31.52 -0.49%

Ethanol rack $2.39 $2.39 0.03%

Metals

Gold $1,912.23 $1,916.02 -0.20%

Silver $24.10 $24.25 -0.62%

Copper contract $415.80 $421.60 -1.38%

Grains

Corn contract $669.75 $675.00 -0.78%

Wheat contract $731.75 $743.75 -1.61%

Soybeans contract $1,519.00 $1,527.75 -0.57%

Shipping

Baltic Dry Freight 946                946               0

Actual Expected Difference

Crude (mb) -2.0

Gasoline (mb) 0.8

Distillates (mb) -1.4

Refinery run rates (%) 4.5%

Natural gas (bcf) -12

Energy Markets

DOE Inventory Report
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Weather 

The 6-10 and 8-14 day forecasts show that cooler-than-normal temperatures are expected for 

most of the country. Meanwhile, warmer-than-normal temperatures on the East Coast are 

expected to recede southward.  Wet conditions are expected throughout the majority of the 

country, with dry conditions expected in the Pacific.  
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Data Section 
 

U.S. Equity Markets – (as of 1/13/2023 close) 
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Technology
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Materials
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Communication Services
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Real Estate

Utilities

Industrials

Energy

Technology

Communication Services

S&P 500

Healthcare

Consumer Staples

Materials

Financials

Consumer Discretionary

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 1/13/2023 close) 

 

-2% 0% 2% 4% 6% 8% 10%

Commodities

Cash

Growth

US Government Bond

US High Yield

Large Cap

US Corporate Bond

Foreign Developed (local currency)

Value

Mid Cap

Emerging Markets (local currency)

Real Estate

Foreign Developed ($)

Small Cap

Emerging Markets ($)

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 

 

January 12, 2023 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 1/11/2023 = 18.9x

 
 

Based on our methodology,1 the current P/E is 18.9x, up 0.3x from last week.  Falling earnings 

estimates led to the multiple 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. 

 
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. 


