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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 26, 2023—9:30 AM EST] Global equity markets are higher this morning. In 

Europe, the Euro Stoxx 50 is currently up 0.6% from its prior close. In Asia, the MSCI Asia 

Apex 50 Index closed up 1.7%. Chinese markets are closed due to the Lunar New Year. U.S. 

equity index futures are signaling a higher open. 

 

With 110 companies having reported so far, S&P 500 earnings for Q4 are running at $54.00 per 

share, compared to estimates of $52.85. Of the companies that have reported thus far, 71.8% 

have exceeded expectations while 23.6% 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 (1/23/2023) (podcast will be available later this week) 

“The New German Problem” 

• Weekly Energy Update (1/26/2023): For the second straight week, the SPR was 

steady.  Refineries are slowly returning after the December cold snap while refining 

margins widen.  The oil market is navigating the bullish reopening of China against 

the looming global recession.    

• 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 (1/17/2023) (with associated podcast):“The Master of 

Surprise”   

• 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” 

 

Good morning! Today’s Comment begins with a discussion about whether central banks will 

continue to raise rates. Next, we explain why investors have varying opinions about the state of 

the global economy. We end the report with our thoughts about rising friction within the U.S.-led 

geopolitical bloc.  

 

Are They Done? Moderating inflation data and fears of a recession have led to calls for central 

banks to stop tightening; however, policymakers have pushed back. 

 

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_01_23_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_26_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_26_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_26_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_26_2023.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q123.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Jan_17_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/
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● Most of the G-7 central banks have resisted pressure from markets to change tack and 

stop hiking. After a report stated that policymakers were considering slowing hikes after 

their March meeting, European Central Bank officials decided instead to double down on 

the need to raise interest rates by 50 bps increments. Governing Council members 

Gediminas Šimkus and Joachim Nagel argued that the ECB should continue to raise rates 

in half-point increments throughout the year in order to contain inflation. Meanwhile, Fed 

policymakers, in the days leading up to the central banks’ one-week silence period, have 

urged markets to reconsider bets that the Fed could stop hiking as soon as June.  

● Global credit conditions are beginning to ease despite the rhetoric from central bank 

officials. The spread between the 10-year Italian and German bonds, a gauge for financial 

distress, has narrowed by almost 60 bps from its 2022 peak in October. At the same time, 

the average 30-year U.S. fixed-mortgage rate has fallen almost 100 bps within a similar 

period. The relaxation of borrowing costs partially reflects investor expectations that the 

lending environment may improve in the future.  

● The Bank of Canada's decision to pause rate hikes after Wednesday's 25 bps increase 

adds to speculation that central banks could be almost done tightening. It was the first of 

the G-7 countries to announce at least a temporary reprieve from its hiking cycle. This 

may force the Federal Reserve and the ECB, who are meeting on back-to-back days, to 

give more details about their policy path going forward. Equities could take a hit if 

policymakers signal that they are prepared to lift rates during a downturn. However, 

anything short of that may be favorable toward shorter-duration equities.  

 
 

The Recession Debate: Warmer-than-expected weather, China’s reopening, and faster-than-

expected U.S. GDP growth have made investors optimistic that a recession may be averted; 

however, there is still room for cautiousness.  

● The improved economic outlook has helped boost investor appetite for equities, 

particularly in Europe. So far this year,  MSCI Europe ex-U.K. UCITS  has outpaced 

MSCI USA UCITS as the indexes have risen 8.23% and 2.54%, respectively, within that 

period. Positive economic data and a weaker dollar have driven this preference for 

European stocks. Earlier this week, the preliminary Purchasing Manager Index (PMI) and 

https://www.bloomberg.com/news/articles/2023-01-17/ecb-starts-to-ponder-slower-hikes-after-half-point-in-february?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2023-01-17/ecb-starts-to-ponder-slower-hikes-after-half-point-in-february?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2023-01-24/ecb-rates-latest-shouldn-t-slow-pace-of-hikes-simkus-says
https://www.bloomberg.com/news/articles/2023-01-25/nagel-can-imagine-ecb-rates-rising-after-march-spiegel-reports?sref=uIvt3NFS
https://www.cnbc.com/2023/01/25/gold-markets-gold-holds-tight-range-ahead-of-us-economic-data.html
https://ycharts.com/indicators/italygermany_10_year_bond_spread
https://www.mortgagenewsdaily.com/mortgage-rates/30-year-fixed
https://www.mortgagenewsdaily.com/mortgage-rates/30-year-fixed
https://www.reuters.com/markets/rates-bonds/bank-canada-hikes-rates-becomes-first-major-central-bank-signal-pause-2023-01-25/
https://www.reuters.com/markets/rates-bonds/bank-canada-hikes-rates-becomes-first-major-central-bank-signal-pause-2023-01-25/
https://www.blackrock.com/americas-offshore/en/products/253740/ishares-msci-usa-b-ucits-etf
https://www.blackrock.com/americas-offshore/en/products/253740/ishares-msci-usa-b-ucits-etf
https://www.reuters.com/markets/europe/euro-zone-january-business-activity-returns-growth-pmi-2023-01-24/
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Euro Area Consumer Confidence report figures showed that economic activity was 

gaining steam in Europe. Meanwhile,  December pending home sales showed the first 

monthly purchase rise in 14 months, a rare win for U.S. real estate that has been 

hampered as of late. 

● Despite the glimpses of sunshine, there still remains much gloom. The U.K. has had a 

rocky start to the year as rising energy costs in December hurt the country's 

manufacturing sector and households, and forced the government to take out more debt to 

fund energy subsidies. The U.S. has also faced some bad news. Retail sales were weak in 

December, while the industrial sector may already be in contraction. The deteriorating 

economic conditions within the two countries partially explain why the GBP is expected 

to underperform the EUR in 2023, and the USD has depreciated against many of its trade 

partners so far this year. 

● In short, many unknowns remain regarding where equities will peak and bottom this year. 

Those that are pessimistic about growth in the U.S. and abroad have forecasted a possible 

low in the S&P 500 of around 3300, while optimists foresee the index rising to 4500. The 

wide range in forecasts shows the vast amount of uncertainty within the market. As a 

result of these jitters, many investors have piled into global money market funds, which 

are now having their best four-week run since May 2020.  

○ The winner of these three groups (optimist, pessimist, and the jitters) will depend 

on the scale of the downturn and the Fed's response. If the recession is mild and 

the Fed moderates its policy, participants on the sidelines could miss out on a 

decent opportunity as many stocks have discounted the possibility of a recession.  

 

Bloc Battle: Rivalries are brewing between and within blocs as governments prepare for a less 

globalized world. 

● The United States, European Union, and the United Kingdom plan to offer subsidies to 

support semiconductor production. The push to develop semiconductors locally is related 

to concerns that the bloc may be cut off from vital chips if China invades Taiwan. The 

increase in state investment should be a boon for chip developers looking to set up shop 

in the West. However, the cost of relocation and the increase in labor costs may lead to 

more expensive chips. 

● Despite their coordination over semiconductors, there seems to be tensions brewing 

between the U.S. and EU over clean energy subsidies. European companies are being 

pressured to move operations to the U.S. to take advantage of the tax incentives granted 

in the Inflation Reduction Act. Although there seems to be reluctance among some 

members of the EU to take up similar initiatives, it does appear that the European 

Commission is preparing for a response. The EU is considering loosening stimulus rules 

to help facilitate more lending to member countries. The action could help support 

European firms but will likely face resistance from fiscally prudent countries. 

● That said, the group maintained a united military and trade front in its stance against the 

China-Russia bloc. On Tuesday, Germany and the U.S. agreed to send tanks to help 

Ukraine fight the Russians. Dutch officials are traveling to Washington to discuss export 

controls on China after ASML (ASML, $681.53) urged lawmakers for “sensible” 

https://www.fxempire.com/news/article/euro-area-consumer-confidence-missed-expectations-eur-usd-moved-to-session-lows-1262525
https://www.redfin.com/news/housing-market-tracker-december-2022/
https://www.redfin.com/news/housing-market-tracker-december-2022/
https://www.ft.com/content/12abedb8-05f3-4ea8-9596-36c9aa52745b
https://www.theguardian.com/money/2023/jan/23/households-great-britain-paid-use-less-electricity-cut-bills-national-grid
https://www.reuters.com/markets/europe/uks-ftse-100-slips-ahead-business-activity-data-2023-01-24/
https://www.reuters.com/markets/europe/uks-ftse-100-slips-ahead-business-activity-data-2023-01-24/
https://www.wsj.com/articles/us-economy-retail-sales-december-2022-11673990047
https://www.wsj.com/articles/us-economy-retail-sales-december-2022-11673990047
https://www.reuters.com/markets/us/us-manufacturing-has-probably-entered-recession-kemp-2023-01-19/
https://www.poundsterlinglive.com/eur/18097-pound-to-euro-rate-cut-at-bank-of-england-2023
https://www.poundsterlinglive.com/eur/18097-pound-to-euro-rate-cut-at-bank-of-england-2023
https://www.ft.com/content/4de92f95-9bd6-487d-822c-e3872f2f8da4
https://www.ft.com/content/4de92f95-9bd6-487d-822c-e3872f2f8da4
https://fortune.com/2023/01/11/wall-street-top-strategist-mike-wilson-morgan-stanley-warns-investors-brace-stocks-plummet/
https://fortune.com/2023/01/11/wall-street-top-strategist-mike-wilson-morgan-stanley-warns-investors-brace-stocks-plummet/
https://www.ft.com/content/82830f9a-14b5-40ab-96f6-eba143f0d581
https://www.ft.com/content/82830f9a-14b5-40ab-96f6-eba143f0d581
https://www.whitehouse.gov/briefing-room/statements-releases/2022/08/09/fact-sheet-chips-and-science-act-will-lower-costs-create-jobs-strengthen-supply-chains-and-counter-china/
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/europe-fit-digital-age/european-chips-act_en
https://www.bloomberg.com/news/articles/2023-01-25/uk-to-susidize-semiconductor-firms-in-bid-to-make-domestic-chips
https://www.ft.com/content/9dd700d1-2414-4fbb-a3ba-1b49b1513c86
https://www.ft.com/content/f1cfc042-2620-453d-b0c0-585c79571d9a
https://www.ft.com/content/f1cfc042-2620-453d-b0c0-585c79571d9a
https://www.wsj.com/articles/u-s-energy-subsidies-kick-off-global-battle-for-jobs-billions-in-investment-11674645814
https://www.wsj.com/articles/u-s-energy-subsidies-kick-off-global-battle-for-jobs-billions-in-investment-11674645814
https://www.reuters.com/world/europe/ukraine-pledges-sweeping-personnel-changes-allies-jostle-over-tanks-2023-01-23/
https://www.reuters.com/world/europe/ukraine-pledges-sweeping-personnel-changes-allies-jostle-over-tanks-2023-01-23/
https://ustoday.news/asml-chief-demands-reasonable-chip-export-controls-from-dutch-government/
https://ustoday.news/asml-chief-demands-reasonable-chip-export-controls-from-dutch-government/
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restrictions. Additionally, Politico reported that the EU is preparing to take on China in 

the Middle East and Africa by offering an alternative to the Belt and Road Initiative. 

Even with their differences, Brussels and Washington will likely have similar trade and 

foreign policies going forward. As a result, the two sides may be more prone to work out 

their issues. 

○ On Wednesday, it was revealed that Washington could include European firms in 

the subsidies offered in the Inflation Reduction Act in exchange for access to the 

region’s critical minerals and raw materials. Earlier this month, the largest 

European deposit of rare earth elements was discovered in Sweden. 

 

U.S. Economic Releases  

 

In the timeliest of the many reports today, initial applications for unemployment benefits in the 

week ending January 21 fell to a seasonally adjusted 186,000, which was not only below the 

expected level of 205,000, but also below the prior week’s revised level of 192,000.  The four-

week moving average of initial claims, which helps smooth out some of the volatility in the 

series, fell to a nearly nine-month low of 197,500.  The continued ultra-low level of initial claims 

would suggest that most employers are still prioritizing holding on to their workers, despite big 

layoffs in some industries such as technology and financial services, or it could mean that those 

workers who are laid off are finding new jobs quickly.  In contrast, however, the number of 

people continuing to draw benefits in the week ending January 14 rose to 1.675 million, above 

both the anticipated reading of 1.658 million and the prior week’s revised reading of 1.655 

million.  That could mean that at least some laid-off workers are having more trouble finding 

new jobs and are staying on unemployment benefits longer.  The chart below shows how initial 

jobless claims have fluctuated since just before the prior recession.  The chart is truncated 

through much of the pandemic period because of the extremely high level of claims at that time. 

 

 
 

 

 

https://ustoday.news/asml-chief-demands-reasonable-chip-export-controls-from-dutch-government/
https://www.politico.eu/article/eu-sets-outs-projects-to-make-global-gateway-visible-on-the-ground/
https://www.bloomberg.com/news/articles/2023-01-25/us-and-eu-discuss-minerals-deal-to-widen-scope-of-green-credits?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2023-01-25/us-and-eu-discuss-minerals-deal-to-widen-scope-of-green-credits?sref=uIvt3NFS
https://www.bbc.com/news/world-europe-64253708
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To provide more detail on recent trends, the chart below shows how initial jobless claims have 

changed just since the beginning of 2022. 

 

In a separate report, December durable goods orders jumped by a seasonally adjusted 5.6%, 

more than twice the expected gain of 2.5% and way more than enough to reverse November’s 

revised decline of 1.7%.  As often happens, however, durable goods orders last month were 

heavily affected by transportation equipment, where just a few airliner orders can have a big 

impact.  December durable goods orders excluding transportation declined 0.1%, slightly better 

than the anticipated decline of 0.2% but still enough to basically erase November’s increase of 

0.1%.  Finally, the durable goods report also includes a key proxy for corporate capital 

investment.  In December, nondefense capital goods orders ex-aircraft declined 0.2%, matching 

expectations and clearly erasing their November rise of 0.1%.  Compared with the same month 

one year earlier, overall durable goods orders in December were up 11.1%, while durable orders 

ex-transport were up just 0.4%.  Nondefense capital goods orders ex-aircraft were up 3.3%.  The 

chart below shows the progression of nondefense capital goods orders ex-aircraft since just 

before the previous recession. 
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In a summary report covering the final month of 2022, the Chicago FRB said its December 

Chicago Fed National Activity Index came in at -0.49, slightly better than the previous month’s 

reading of -0.51.  We believe this broad measure of U.S. activity signals that the economy is in 

recession when its six-month moving average falls below -0.45.  The chart below shows that the 

six-month moving average still has not reached that level, despite its recent declines.  We, 

therefore, do not believe the coming recession has taken hold quite yet. 

 

Finally, the Commerce Department released its preliminary estimate of economic activity in the 

final quarter of 2022.  After stripping out seasonal factors and the impact of price changes, 

fourth-quarter gross domestic product (GDP) rose at an annualized rate of 2.9%.  That was 

significantly better than the expected growth rate of 2.6%, although it still marked a modest 

deceleration from the growth rate of 3.2% in the third quarter.  The chart below shows the 

annualized growth rate of U.S. GDP since just before the previous recession. 
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A closer look at the details in the report shows that the main drag on activity in the quarter was 

fixed investment, reflecting the continued pullback in housing construction plus a sharp 

slowdown in corporate investment in plants and equipment.  The chart below shows the 

contributions to the annualized growth rate in the fourth quarter. 

 

 
 

The GDP report also includes the broadest measure of U.S. inflation.  According to the report, 

the fourth-quarter GDP Price Index rose at a seasonally adjusted rate of 3.5%, worse than the 

anticipated rate of 3.2% but still a marked improvement from the 4.4% rate in the third quarter.  

The chart below shows the year-over-year change in the GDP Price Index over the last several 

decades. 
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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 New Home Sales - Annualized  Selling Rate m/m Dec 612k 640k ***

10:00 New Home Sales - Monthly Change m/m Dec -4.4% 5.8% **

Economic Releases

Federal Reserve

No Fed speakers or events for the rest of today

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Machine tool orders y/y Dec F 0.9% 1.0% ** Equity and bond neutral

Japan Buying Foreign Bonds w/w 20-Jan ¥344.2b ¥1232.1b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 20-Jan -¥131.3b -¥3896.0b * Equity and bond neutral

Japan Buying Foreign Stocks w/w 20-Jan ¥260.3b ¥491.5b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 20-Jan ¥83.0b ¥185.6b * Equity and bond neutral

South Korea GDP y/y 4Q A 1.4% 3.1% 1.3% ** Equity and bond neutral

South Korea Consumer Confidence y/y Jan 90.7               89.9               90.2               ** Equity and bond neutral

EUROPE

Italy Consumer Confidence m/m Jan 100.9 102.5 102.5 *** Equity bearish, bond bullish

Manufacturing Confidence m/m Jan 102.7 101.5 101.5 *** Equity bullish, bond bearish

Economic Sentiment m/m Jan 109.1 107.8 107.9 ** Equity bullish, bond bearish

Russia S&P Manufacturing PMI m/m Aug 50.3 50.1 *** Equity and bond neutral

Russia Money Supply, Narrow Definition w/w 4-Feb 14.31t * Equity and bond neutral

Russia Trade Balance m/m Feb 21.2b 25.1b ** Equity and bond neutral

Exports m/m Feb 45.9b 50.7b * Equity and bond neutral

Imports m/m Feb 24.8b 25.6b * Equity and bond neutral

Russia PPI y/y Dec -3.3% -1.9% * Equity bearish, bond bullish

Gold and Forex Reserves m/m 8-Apr $594.6b $592.0b $5.500b *** Equity and bond neutral

AMERICAS

Mexico Unemployment Rate NSA m/m Dec 2.76% 2.85% 2.80% *** Equity and bond neutral

Brazil Current Account Balance m/m Dec -$10.878b -$0.60b -$0.625b ** Equity bearish, bond bullish

Foreign Direct Investment m/m Dec $5.570b $8.338b $5.500b ** 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) 482 482 0 Up

3-mo T-bill yield (bps) 453 456 -3 Up

TED spread (bps) 29 26 3 Widening

U.S. Sibor/OIS spread (bps) 467 466 1 Up

U.S. Libor/OIS spread (bps) 469 468 1 Up

10-yr T-note (%) 3.49 3.44 0.05 Up

Euribor/OIS spread (bps) 246 250 -4 Up

Currencies Direction

Dollar Up Down

Euro Down Up

Yen Down Up

Pound Down Up

Franc Flat Up

Central Bank Action Current Prior Expected

Bank of Canada Rate Decision 4.500% 4.250% 4.500% On Forecast

Price Prior Change Explanation

Brent $87.19 $86.12 1.24%

WTI $81.21 $80.15 1.32%

Natural Gas $2.85 $3.07 -6.94% Mild Weather and increased production

Crack Spread $37.59 $37.84 -0.65%

12-mo strip crack $31.40 $31.43 -0.09%

Ethanol rack $2.33 $2.33 -0.27%

Metals

Gold $1,935.74 $1,946.11 -0.53%

Silver $23.73 $23.91 -0.78%

Copper contract $424.80 $424.45 0.08%

Grains

Corn contract $677.75 $674.75 0.44%

Wheat contract $744.50 $741.25 0.44%

Soybeans contract $1,508.25 $1,502.50 0.38%

Shipping

Baltic Dry Freight 703                721               -18

Actual Expected Difference

Crude (mb) 0.5 1.5 -1.0

Gasoline (mb) 1.76 1.5 0.3

Distillates (mb) -0.5 -1.6 1.1

Refinery run rates (%) 1.2% 1.9% -0.7%

Natural gas (bcf) -83

Energy Markets

DOE Inventory Report
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Weather 

The 6-10 and 8-14 day forecasts show cooler-than-normal temperatures in the northern Rockies, 

the northern Great Plains, and the Upper Midwest, while warmer-than-normal temperatures are 

expected in the Southeast.  Wet conditions are expected in the Pacific Northwest and the 

Southeast, with dry conditions forecasted for the Southwest.  
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Data Section 
 

U.S. Equity Markets – (as of 1/25/2023 close) 
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(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 1/25/2023 close) 

 

-5% 0% 5% 10%

Commodities

Cash

US High Yield
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Growth

Large Cap
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Value

Foreign Developed (local currency)

Mid Cap
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Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily. The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E as of 1/25/2023 = 19.2x

 
 

Based on our methodology,1 the current P/E is 19.2x, steady with 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. 


