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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 29, 2021—9:30 AM EST] Global equity markets are lower this morning.  

The EuroStoxx 50 is down 1.1% from its last close.  In Asia, the MSCI Asia Apex 50 is down 

0.9%.  Chinese markets were lower, with the Shanghai Composite down 0.6% from the prior 

close and the Shenzhen Composite down 0.7%.  U.S. equity index futures are signaling a lower 

open.  With 170 companies having reported, the S&P 500 Q4 earnings stand at $40.60, higher 

than the $37.94 forecast for the quarter.  The forecast reflects a 9.7% decrease from Q4 2019 

earnings.  Thus far this quarter, 81.8% of the companies have reported earnings above forecast, 

while 13.5% have reported earnings below forecast.   

 

Good morning.  Global equities are lower this morning as the spread of a new variant of the virus 

and COVID-19 vaccine production delays continue to worry investors.  We begin our coverage 

with a discussion of new developments in the Reddit controversy.  We next discuss China news, 

which includes a summary of its new assertive stance against Taiwan.  We round up the 

commentary with developments in policy, economics, and international news.  Being Friday, the 

Asset Allocation Weekly is now available, along with the associated podcast and chart book. 

 

Reddit Rally: In the last 48 hours, the online community has been the talk of Wall Street and K 

Street.  Following the unprecedented rise of the stock prices of AMC (AMC, $8.74) and 

GameStop (GME, $193.60), there is now bipartisan support to hold congressional hearings 

regarding this matter.  Additionally, several trading sites and apps have restricted trading, and in 

some, cases have blocked trades.  NASDAQ has announced that it will limit the trading of stocks 

it believes to be hyped by social media chatter.  As we mentioned yesterday, the recent rally has 

caught many politicians and regulators off guard, and there are growing calls for government 

intervention.  Our take is that even though there have been discussions on platforms about these 

stocks, it isn’t legally clear whether stocks boosted by social media message boards count as 

market manipulation by current standards.  Market manipulation involves artificially inflating or 

deflating the price of a security for personal gain.  An unrelated group of people getting together 

to openly promote stock buying likely doesn’t meet that standard.  That being said, if this 

practice becomes more widespread, it could potentially make markets less efficient and will 

make bubbles (likely small ones) and zombie companies more likely.  As a result, we expect that 

we could see new regulations to address the issue.  What they will look like is anybody’s guess. 

We have already seen social media sites being proactive in clamping down on these groups. On 

Thursday, Facebook (FB, $265.00) removed a discussion group with conversations around the 

shares of GameStop.  In addition to message boards, there have also been some discussions 

surrounding the role that trading platforms have in limiting trading as many lawmakers and 

investors alike have questioned the legality of its decision to restrict trading on certain stocks. 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/asset-allocation-weekly-january-22-2021/
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.axios.com/robinhood-gamestop-restrictions-370adfcb-fe22-494d-85e7-eb9c4a98bed7.html
https://www.usnews.com/news/business/articles/2021-01-28/robinhood-restricts-stock-trading-in-gamestop-other-cos
https://www.usnews.com/news/business/articles/2021-01-28/robinhood-restricts-stock-trading-in-gamestop-other-cos
https://markets.businessinsider.com/news/stocks/nasdaq-monitors-social-media-halts-unusual-trading-friedman-market-manipulation-2021-1-1030011156
https://www.confluenceinvestment.com/daily-comment-january-28-2021/
https://www.theguardian.com/technology/2021/jan/29/facebook-shuts-popular-robinhood-stock-traders-group-amid-gamestop-frenzy
https://www.marketwatch.com/story/mark-cuban-dave-portnoy-aoc-and-others-react-to-robinhood-restricting-trades-on-gamestop-and-amc-11611855658
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Flows v. Pros, Part Deux:  The Reddit crowd has turned its sights on another market, silver.  

The message board is looking to go after Wall Street firms and has decided on silver due to JP 

Morgan (JPM, USD, 130.11) paying fines for manipulating trades in the silver 

market.  Traders working for the firm engaged in “spoofing,” which is placing bids/offers with 

no intention of fulfilling trades at those prices or volumes.  However, targeting silver appears to 

be a bit like going after someone already in jail.  As noted, JP Morgan has already paid a sizeable 

fine on its activities, and we haven’t seen any evidence that the silver market is being 

manipulated.  That being said, silver does have a history of being manipulated.  The famous 

Hunt brothers’ attempt to corner the silver market in the early 1980s is a classic example.  It’s a 

rather small market, so it doesn’t take a huge amount of money to affect prices.    

  

A casual look at short interest in silver companies doesn’t suggest they are heavily shorted; the 

short-interest ratio is usually, at most, around 20%, whereas the normal target is 40%.  However, 

in addition to buying silver companies, it appears these traders are moving into the silver 

commodity as well.  So far, moves in silver are notable, but not outside the norm for a 

commodity accustomed to price swings.  

  

 
(Source: Barchart) 

  

It is not clear to us how long this activity will last, or who will be the next target.  However, this 

group is clearly making headlines.  

 

China: On Thursday, China warned Taiwan that any moves toward independence will lead to 

war.  This is the firmest warning issued by China to the province it considers to be its territory 

and will likely prove to be a test for the Biden administration.  Fears that Taiwan may formally 

declare its independence has led China to become more abrasive in recent weeks.  Earlier this 

month, Taiwan accused China of using intimidation tactics when it found multiple Chinese 

fighter jets and bombers flying through its airspace.  Although China denies any wrongdoing, it 

https://finance.yahoo.com/news/wallstreetbets-fueling-rally-silver-stocks-042313106.html
https://www.cnbc.com/2020/09/29/jp-morgan-settles-spoofing-lawsuit-alleging-fraud-in-metals-trades.html
https://www.cnbc.com/2019/09/16/three-jp-morgan-precious-metals-traders-charged-in-criminal-probe.html
https://www.reuters.com/article/us-china-taiwan/china-sharpens-language-warns-taiwan-that-independence-means-war-idUSKBN29X0V3
https://www.reuters.com/article/us-china-taiwan/china-sharpens-language-warns-taiwan-that-independence-means-war-idUSKBN29X0V3
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is becoming clear that it is growing confident in its ability to counter any possible U.S. 

intervention.  It was reported on Friday that China simulated missile attacks against U.S. aircraft 

carriers in Taiwanese waters.  We suspect that open conflict with China is unlikely, but we do 

believe the chances of conflict have recently escalated significantly.  Our biggest concern is the 

risk of miscalculation from China.  Its actions suggest that China may be underestimating the 

stake that other Southeast Asian countries (particularly Japan) have in maintaining Taiwan’s 

independence. Although other Southeast Asian countries enjoy a cordial relationship with China, 

many are reluctant for it to be the sole power in the region.  China has long viewed other Asian 

countries as extensions of its diaspora, and therefore are subordinate to China.  In 2017, Chinese 

President Xi Jinping told the then newly elected President Trump that Korea used to be part of 

China, a claim strongly rejected by South Korea.  As a result, we suspect that conflict over 

Taiwan could have serious consequences for equities as the scale of war may be larger than most 

investors realize.  Here are the other stories coming out of China:  

• A team lead by the World Health Organization investigating the origins of the COVID-19 

pandemic will meet with Chinese scientists on Friday and plans to visit labs, markets, and 

hospitals in Wuhan.  

• Britain will offer to work with the European Union, Japan, and the U.S. to clamp down 

on what it calls unfair behavior by Chinese state-owned enterprises. 

• Britain on Friday hailed a new visa offering Hong Kong citizens a route to citizenship 

after China’s crackdown, but Beijing said it would no longer recognize special British 

passports offered to residents of the former colony. 

o Beijing declared it would stop recognizing British National passports as travel and 

identification documents beginning Sunday, and it warned of further actions in 

retaliation against Britain’s offer of a pathway to citizenship to 5.4 million 

eligible Hong Kong residents. 

• China’s banking and insurance regulators issued draft rules on Friday regarding corporate 

governance of banks and insurers, the latest regulatory move to contain management 

risks of financial institutions. 

• Prime Minister Lee Hsien Loong of Singapore said Friday that China’s influence had 

grown so rapidly in recent years that it needs to “recalibrate its position” and do more 

globally to secure the legitimacy of its new-found standing. 

 

COVID-19:  The number of reported cases is 101,253,267 with 2,184,718 fatalities.  In the U.S., 

there are 25,708,124 confirmed cases with 431,882 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 48,386,275 doses of the vaccine have 

been distributed with 26,193,682 doses injected.  The number of first doses is 21,698,606, while 

the number of second doses, which would grant the highest level of immunity, is 4,263,056.  The 

Axios map shows that case growth is falling across the country.  The Rt data confirms the Axios 

map, with only six states showing a reading greater than one.  Vermont has the worst reading, 

and Nebraska has the best.  Hospitalizations in the U.S. for COVID-19 are declining as well.   

 

 

https://www.ft.com/content/e6f6230c-b709-4b3d-b9a2-951516e52360
https://www.washingtonpost.com/news/fact-checker/wp/2017/04/19/trumps-claim-that-korea-actually-used-to-be-a-part-of-china/
https://www.washingtonpost.com/news/fact-checker/wp/2017/04/19/trumps-claim-that-korea-actually-used-to-be-a-part-of-china/
https://www.reuters.com/article/us-health-coronavirus-who-china/who-says-team-in-wuhan-to-visit-labs-markets-and-hospitals-idUSKBN29X0GN?il=0
https://www.reuters.com/article/us-health-coronavirus-who-china/who-says-team-in-wuhan-to-visit-labs-markets-and-hospitals-idUSKBN29X0GN?il=0
https://www.reuters.com/article/us-davos-meeting-trade-truss/uk-offers-to-work-with-allies-to-combat-unfair-behaviour-by-china-backed-firms-idUSKBN29Y1HR?il=0
https://www.reuters.com/article/us-hongkong-security-britain-china/uk-offers-hong-kong-residents-a-route-to-citizenship-angering-china-idUSKBN29Y0RJ
https://www.scmp.com/news/hong-kong/politics/article/3119777/hong-kong-national-security-law-beijing-will-not-recognise
https://www.reuters.com/article/us-china-finance/chinas-regulator-drafts-rules-on-corporate-governance-of-banks-and-insurers-idUSKBN29Y12F
https://www.scmp.com/week-asia/politics/article/3119827/singapores-lee-urges-china-recalibrate-global-good
https://www.nytimes.com/live/2021/01/27/world/covid-19-coronavirus?campaign_id=51&emc=edit_MBE_p_20210128&instance_id=26488&nl=morning-briefing&regi_id=5677267&section=topNews&segment_id=50446&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://www.axios.com/coronavirus-cases-infections-decline-variants-b17d4f5d-e3c0-4768-b489-f45548f2f56f.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/livecoverage/covid-2021-01-28
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Virology 

• Novavax announced that it has a COVID-19 vaccine that is 89% effective but also found 

that the vaccine is not as effective against the South African variant. 

o Early tests showed the South African variant may chip away at the effectiveness 

of the Pfizer (PFE,$35.86) and Moderna (MRNA,$159.55) vaccines as well. 

• Two cases of the more contagious South African variant of the coronavirus were 

discovered in South Carolina. 

• The EU will empower member states to block exports of vaccines, forcing 

pharmaceutical companies to seek authorization before shipping the life-saving jabs out 

of the bloc. 

• The independent commission advising the German government on vaccination policy has 

recommended that the Oxford/AstraZeneca vaccine not be used for people over age 65, in 

a move likely to complicate the acrimonious rollout in the EU. 

• Africa has secured 400 million doses of the AstraZeneca COVID-19 vaccine, which will 

be supplied by the Serum Institute of India (SII), according to the director of the African 

Union's disease control and prevention body. 

• COVID-19 cases have quadrupled since November to almost 4,000 a day, and doctors 

complain of a shortage of beds, even as the United Arab Emirate’s vaccination drive 

speeds ahead.   

o Britain said it was adding the United Arab Emirates, Burundi, and Rwanda to its 

coronavirus travel ban list because of worries over the spread of a more 

contagious and potentially vaccine-resistant COVID-19 variant first identified in 

South Africa. 

• Mexico’s confirmed coronavirus death toll surpassed India’s on Thursday to become the 

world’s third highest. 

• A single-shot coronavirus vaccine from pharmaceutical giant Johnson & Johnson (JNJ, 

$169.16) was 66% effective at preventing moderate and severe illness in a massive global 

trial as shown by findings released Friday.  But its performance was stronger in the 

United States and weaker in South Africa, where a worrisome coronavirus variant now 

dominates — a complicated result that reflects the evolution of the pandemic. 

 

Policy and Economics: Here are the highlights: 

• House Speaker Nancy Pelosi announced that the House will hold a vote next week on the 

budget.  The move could help fast track President Biden’s $1.9 trillion stimulus package.  

Senate Republicans have come out against the move as being counterproductive; the 

general sentiment is that Congress will be able to get a deal done, possibly near the $1.1 

trillion range. 

• Democrats are believed to be weighing the nuclear option in order to change the rules for 

reconciliation to pass the $15 minimum wage.  This change would end the filibuster rule 

for non-budget measures. 

o The two newly elected Democratic senators from Georgia pressed White House 

officials and fellow Senate Democrats Thursday to act quickly to pass a new 

round of stimulus checks, arguing that this promise won their party the Senate 

majority and needs to be accomplished. 

https://www.nytimes.com/live/2021/01/28/world/covid-19-coronavirus#novavaxs-vaccine-works-well-except-on-the-variant-first-found-in-south-africa
https://abc7ny.com/covid-hospitalizations-19-deaths-vaccine-live-updates-coronavirus/10120164/
https://www.nytimes.com/live/2021/01/28/world/covid-19-coronavirus
https://www.ft.com/content/b2a0f104-076b-48cb-9f34-6511ae344b45
https://www.ft.com/content/0190dae8-f751-4876-8404-68a34d9be716
https://www.reuters.com/article/health-coronavirus-africa/update-2-africa-secures-400-million-more-covid-19-vaccine-doses-idUSL1N2K30V5
https://www.ft.com/content/7b6f448f-18d4-4331-986e-439dd76596be
https://www.reuters.com/article/us-health-coronavirus-britain-travel-idUSKBN29Y062
https://www.reuters.com/article/us-health-coronavirus-britain-travel-idUSKBN29Y062
https://www.nytimes.com/2021/01/28/world/mexico-coronavirus-deaths.html
https://www.nytimes.com/2021/01/28/world/mexico-coronavirus-deaths.html
https://www.washingtonpost.com/us-policy/2021/01/28/covid-relief-biden-stimulus/
https://www.washingtonpost.com/us-policy/2021/01/28/covid-relief-biden-stimulus/
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• The White House announced it will reopen healthcare enrollment, making it easier for the 

uninsured to get coverage during the pandemic. 

• The Pentagon warned the Taliban that it is jeopardizing its agreement with the United 

States for a full U.S. military withdrawal by May.  U.S. military officials said the Taliban 

had yet to break with al Qaeda and that has complicated efforts to remove troops from the 

country.  

• President Biden’s nominee for the chair of the Council of Economic Advisers, Cecilia 

Rouse, testified before the Senate Banking Committee on Thursday.  

• The U.S. oil industry is seeking to forge an alliance with the nation’s corn growers and 

biofuel producers to lobby against the Biden administration’s push for electric vehicles. 

So far, it is meeting a cool reception, according to multiple sources familiar with the 

discussions. 

• The Philippines expect to benefit if there is a renewed emphasis on Asia by the new 

administration of President Biden, which could help act as a counterbalance to China in 

the region. 

• President Biden will issue executive orders on immigration next week. 

  

International roundup: 

• Former premier Matteo Renzi said on Thursday he was ready to help form a new Italian 

government but would not commit to supporting a fresh mandate for Giuseppe Conte. 

• A Russian court upheld the 30-day arrest order for opposition leader Alexei Navalny on 

Thursday. 

• Germany’s health minister said he expects the European Union’s drug regulator to 

authorize a coronavirus vaccine made by AstraZeneca on Friday. 

• Women’s rights advocates and allies in Poland vowed on Thursday to continue to fight a 

near-total ban on abortion, calling it a breach of human rights and a sign that the country 

is regressing. 

 

U.S. Economic Releases  

December personal income rose strongly by a seasonally adjusted 0.6%, beating the expected 

increase of 0.1% and reversing almost half of the revised 1.3% decline in November.  On the 

spending side of the ledger, personal consumption expenditures (PCE) declined 0.2%, but that 

was better than the anticipated decline of 0.4% and it was far better than the revised drop of 0.7% 

in the previous month.  With incomes up but spending down, the personal savings rate 

rebounded to 13.7%.  Of course, the personal income and spending report also includes the Fed’s 

preferred gauge of inflation.  After stripping out the volatile food and energy components, the 

December core PCE deflator was up 0.3% from November and 1.5% from December 2019.  In 

each case, the rise was significantly larger than anticipated, although the annual increase remains 

far below the Fed’s target of 2.0%. 

 

The chart below shows how the personal savings rate has changed over the last several decades. 

 

https://www.politico.com/news/2021/01/28/joe-biden-bolstering-obamacare-health-care-463287
https://thehill.com/policy/defense/536385-pentagon-taliban-has-not-met-their-commitments-under-withdrawal-deal
https://thehill.com/policy/defense/536385-pentagon-taliban-has-not-met-their-commitments-under-withdrawal-deal
https://www.wsj.com/articles/cecilia-rouse-tapped-to-be-bidens-top-economist-brings-labor-market-focus-11611831603
https://www.wsj.com/articles/cecilia-rouse-tapped-to-be-bidens-top-economist-brings-labor-market-focus-11611831603
https://www.reuters.com/article/us-usa-biden-electric-cars-exclusive/exclusive-u-s-oil-industry-seeks-unusual-alliance-with-farm-belt-to-fight-biden-electric-vehicle-agenda-idUSKBN29X2O8?il=0
https://www.reuters.com/article/us-philippines-usa-china/philippines-says-may-benefit-from-any-pivot-to-asia-by-biden-administration-idUSKBN29Y03Y?il=0
https://www.reuters.com/article/us-usa-biden-immigration/biden-to-issue-executive-orders-on-immigration-next-week-white-house-idUSKBN29X2SL
https://www.reuters.com/article/us-italy-politics/italys-renzi-says-willing-to-return-to-government-but-cold-on-conte-idUSKBN29X1II
https://www.reuters.com/article/us-italy-politics/italys-renzi-says-willing-to-return-to-government-but-cold-on-conte-idUSKBN29X1II
https://www.cbsnews.com/news/alexei-navalny-putin-critic-russia-vows-from-jail-opposition-protest-will-go-on/
https://apnews.com/article/europe-coronavirus-pandemic-berlin-germany-coronavirus-vaccine-18b545dd51ea56f422ff28cdeb2dd08b
https://www.nytimes.com/2021/01/28/world/europe/poland-protests-abortion-ban.html
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Separately, the fourth quarter Employment Cost Index rose by a seasonally adjusted 0.7%, 

surpassing both the expected increase and the third quarter rise of 0.5%. 

 

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

EDT Indicator Expected Prior Rating

9:45 MNI Chicago PMI m/m Jan 58.5 58.7 ***

10:00 Pending Home Sales y/y Dec 20.3% 16.0% **

10:00 UofMich Consumer Sentiment m/m Jan F 79.3 79.2 ***

10:00 UofMich Current Conditions m/m Jan F 87.7 87.7 **

10:00 UofMich Expectations m/m Jan F 74.1 73.8 **

EST Speaker or event

13:00 Robert Kaplan to speak at Energy Forum President of the Federal Reserve Bank of Dallas

16:00 Robert Kaplan to speak at Forecasters Club of New York President of the Federal Reserve Bank of Dallas

13:15 Mary Daly participates in moderated discussion President of the Federal Reserve Bank of San Francisco

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 
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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Tokyo CPI y/y Jan -0.5% -1.3% -0.9% ** Equity bullish, bond bearish

Tokyo CPI Ex-Fresh Food y/y Jan -0.4% -0.9% -0.6% *** Equity and bond neutral

Jobless Rate m/m Dec 2.9% 2.9% 3.0% *** Equity bullish, bond bearish

Job-To-Applicant Ratio m/m Dec 1.1 1.1 1.1 ** Equity and bond neutral

Industrial Production y/y Dec P -1.6% -3.9% -3.1% * Equity bullish, bond bearish

Housing Starts y/y Dec -9.0% -3.7% -3.9% * Equity bearish, bond bullish

Annualized Housing Starts m/m Dec 0.784m 0.820m 0.815m * Equity bearish, bond bullish

Australia PPI y/y 4Q -0.1% -0.4% -- * Equity and bond neutral

Private Sector Credit y/y Dec 1.8% 1.7% 1.7% * Equity and bond neutral

South Korea Industrial Production y/y Dec 3.4% 0.5% -0.6% ** Equity bullish, bond bearish

Europe

Eurozone M3 Money Supply y/y Dec 12.3% 11.0% 11.0% *** Equity bullish, bond bearish

Germany Import Price Index y/y Dec -3.4% -3.8% -3.2% ** Equity and bond neutral

GDP y/y 4Q P -2.9% -3.9% -3.2% ** Equity bullish, bond bearish

GDP (Working Day Adjusted) y/y 4Q P -3.9% -4.0% -4.0% ** Equity bullish, bond bearish

Unemployment Change (000's) m/m Jan -41.0k -37.0k 7.5k *** Equity bullish, bond bearish

Unemployment Claims Rate (SA) m/m Jan 6.0% 6.1% 6.1% *** Equity bullish, bond bearish

France GDP y/y 4Q P -5.0% -3.9% -7.6% *** Equity bullish, bond bearish

PPI y/y Dec -1.2% -1.8% * Equity and bond neutral

Italy PPI y/y Dec -2.3% -2.8% * Equity and bond neutral

AMERICAS

Canada GDP y/y Nov -2.8% -3.5% -3.2% * Equity bullish, bond bearish

Industrial Product Prices m/m Dec 1.5% -0.6% 1.4% ** Equity and bond neutral

Mexico GDP y/y 4Q P -4.5% -8.6% -5.2% *** Equity bullish, bond bearish

Brazil Net Debt / GDP m/m Dec 63.0% 61.4% 62.7% ** 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. 
 

Today Prior Change Trend

3-mo Libor yield (bps) 21 22 -1 Down

3-mo T-bill yield (bps) 6 6 0 Neutral

TED spread (bps) 15 16 -1 Up

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

10-yr T-note (%) 1.07 1.05 0.02 Neutral

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

EUR/USD 3-mo swap (bps) 5 5 0 Down

Currencies Direction

dollar Up Down

euro Up Up

yen Down Up

pound Up Up

franc Up 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. 
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Price Prior Change Explanation

Brent $55.96 $55.53 0.77%

WTI $52.46 $52.34 0.23%

Natural Gas $2.68 $2.66 0.49%

Crack Spread $14.71 $14.19 3.70%

12-mo strip crack $15.52 $15.18 2.25%

Ethanol rack $1.70 $1.69 0.24%

Gold $1,868.04 $1,843.17 1.35%

Silver $27.44 $26.50 3.54%

Copper contract $356.95 $357.80 -0.24%

Corn contract $541.25 $534.50 1.26%

Wheat contract $651.75 $647.00 0.73%

Soybeans contract $1,360.00 $1,353.25 0.50%

Baltic Dry Freight 1470 1540 -70

Actual Expected Difference

Crude (mb) -9.9 1.5 -11.4

Gasoline (mb) 2.5 1.3 1.2

Distillates (mb) -0.8 -0.5 -0.3

Refinery run rates (%) -0.80% -0.15% -0.65%

Natural gas (bcf) -128.0 1.3 -129.3

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

the entire western half of the country, with warmer than normal temperatures only along the East 

Coast.  Wetter than normal conditions are expected in eastern Montana and the Dakotas, the 

Midwest, and the Deep South. 
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Data Section 
 

U.S. Equity Markets – (as of 1/28/2021 close) 

 

  
-5.0% 0.0% 5.0% 10.0%

Consumer Staples
Industrials
Materials

Utilities
Financials

S&P 500
Communication Services

Real Estate
Technology
Healthcare

Consumer Discretionary
Energy

YTD Total Return

0.0% 0.5% 1.0% 1.5% 2.0%

Consumer Discretionary

Communication Services

Consumer Staples

Technology

Real Estate

S&P 500

Energy

Utilities

Healthcare

Industrials

Materials

Financials

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 1/28/2021 close) 

 

-5.0% 0.0% 5.0% 10.0%

US Corporate Bond

US Government Bond

US High Yield

Cash

Foreign Developed ($)

Large Cap

Real Estate

Foreign Developed (local currency)

Commodities

Mid Cap

Emerging Markets ($)

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 28, 2021 
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P/E as of 1/27/2021 = 26.7x

 
 

Based on our methodology,1 the current P/E is 26.7x, down 0.1x from last week.  Improving 

earnings offset higher equity values to bring a contraction of the multiple. 

 
This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q2 and Q3) and two estimates (Q4 and Q1). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


