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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: June 1, 2021—9:30 AM EDT] Global equity markets are higher this morning.  In 

Europe, the EuroStoxx 50 is up 1.2% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 1.1%.  Chinese markets closed higher, with the Shanghai Composite up 0.3% from its 

prior close and the Shenzhen Composite up 0.4%.  U.S. equity index futures are signaling a 

higher open.  With 489 companies having reported, the S&P 500 Q1 2021 earnings stand at 

$49.00, higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% increase 

from Q1 2020 earnings.  Thus far this quarter, 87.1% of the companies have reported earnings 

above forecast, while 11.3% have reported earnings below forecast.   

 

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: 

• Weekly Geopolitical Report (5/24/2021): Taiwan and the Risk of Deglobalizing the 

World’s Semiconductor Industry: Part I 

• Weekly Energy Update (5/27/2021): We look at the “greening” of the supermajors and 

the IEA report. 

• Asset Allocation Q2 2021 Rebalance Presentation (5/20/2021): video discussion of our 

asset allocation process, portfolio changes in Q2, and the macro environment 

• Asset Allocation Weekly (with associated podcast and chart book) (5/28/2021): since last 

summer, there is an inverse correlation between bitcoin and gold prices. 

• Confluence of Ideas podcast (4/30/2021): “The U.S.-China Balance of Power: Part II” 

 

In today’s Comment, we open with significant demographic policy changes in China, followed 

by various signs of increased inflation and potentially tighter monetary policy in both Europe and 

the United States.  Next, we review a range of international and U.S. news from the holiday 

weekend.  We end with the latest coronavirus pandemic news. 

 

China:  Just weeks after the country’s latest census report showed China’s population is on the 

cusp of a prolonged decline, the government unexpectedly announced that it will allow all 

married couples to have as many as three children.  That’s an increase from the previous two-

child policy, in place since 2015, and the one-child policy enforced for decades before that.  As a 

further incentive to childbearing, the government also said it would boost family financial 

support for education and childcare. 

• At this point, it isn’t at all clear that the new policies will significantly boost China’s birth 

rate and help arrest its population aging.  The move to a two-child policy in the middle of 
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the last decade had little discernible impact on births.  Other countries facing a similar 

shortage of births, such as Japan and South Korea, have found that increased support to 

families and other such policies don’t necessarily lead to a lot of new babies.  China will 

still have one of the largest populations in the world for some time to come, but it 

probably can’t avoid being overtaken by India’s population in the next few years.  It will 

gradually lose its preponderant population advantage in geopolitics as its population 

shrinks and ages dramatically, while the U.S. population, supplemented by immigration, 

keeps growing and remains relatively younger (see chart below). 

• It appears that these dynamics have not only caught the attention of President Xi but have 

sparked some sense of panic.  Major changes to China’s population policy have typically 

been made by the Communist Party conferences held late in the year.  The new three-

child policy was decided yesterday at a meeting of the Politburo, chaired by President Xi 

himself. 

• As China’s population shrinks and ages, it is also facing major economic and financial 

issues.  For example, a shrinking population will tend to slow overall economic growth.  

Population aging will also worsen the country’s underfunded pension system.  The 

Politburo on Monday also said it would gradually raise the national retirement age.  That 

unpopular move could even spark political unrest in the coming months and years. 

 

 
 

European Union:  May consumer prices in the Eurozone were up 2.0% year-over-year, marking 

the first time in more than two years that the bloc’s annual inflation rate beat the European 

Central Bank’s target of just below 2.0%.  Inflation in April had stood at just 1.6%.  Of course, 

much of the jump in European inflation last month came from fast-rising prices for key 

commodities like food and energy.  Stripping out those categories, May consumer prices in the 

Eurozone were up a more muted 0.9% for the year, versus a rise of 0.7% in the year through 

April.  All the same, the increased price pressures will likely keep some investors jittery about 

inflation and could keep alive concerns that the key central banks will be forced to tighten 

monetary policy more quickly than currently planned.  Those concerns are now prompting some 

investors to adjust their strategies to prepare for greater market volatility. 

https://www.ft.com/content/1b075b3a-f307-44e0-b3a4-b1f3f267bea7
https://www.ft.com/content/1b075b3a-f307-44e0-b3a4-b1f3f267bea7
https://www.ft.com/content/1b075b3a-f307-44e0-b3a4-b1f3f267bea7
https://www.wsj.com/articles/the-wall-street-players-who-worry-inflation-heralds-wild-markets-11622539801?mod=hp_lead_pos1
https://www.wsj.com/articles/the-wall-street-players-who-worry-inflation-heralds-wild-markets-11622539801?mod=hp_lead_pos1
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U.S. Monetary Policy:  In an interview with the Financial Times, St. Louis FRB President 

Bullard said the U.S. labor market is tighter than it looks, which could accelerate the central 

bank’s timeframe for removing some monetary stimulus from the economy.  According to 

Bullard, investors shouldn’t focus only on the nonfarm payroll data, which shows jobs are still 

down by about eight million compared with pre-pandemic levels.  He noted that other indicators 

are far closer to normal, matching anecdotal evidence of worker shortages. 

• Bullard said he was “starting to advocate” for the Fed to look at other measures of job 

market tightness, particularly the unemployment to job opening ratio.  That ratio was at a 

low of 0.8 in February 2020, spiked to 5.0 during the first lockdowns, and was then back 

down to 1.2 in March 2021 (see chart below, from the U.S. Chamber of Commerce). 

• Bullard’s statement could help reignite concerns about inflation and tighter monetary 

policy, despite those concerns calming down a bit recently.  If so, the result would likely 

be renewed upward pressure on bond yields and perhaps increased volatility for stocks. 

 

 
(Source: U.S. Chamber of Commerce) 

https://www.ft.com/content/ac15ceb4-eaca-4641-b996-12a2e8a3fb48
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U.S. Cryptocurrency Regulation:  Acting Comptroller of the Currency Hsu said he and other 

top regulators are developing ideas about reining in the $1.5 trillion cryptocurrency market to 

stop it from being used for criminal finance and prevent harm to investors and savers.  Coupled 

with other recent moves to control the development of cryptocurrencies, such as China’s recent 

prohibition against financial firms dealing in them, the budding U.S. regulatory move is likely to 

further weigh on the market and stoke additional volatility in the currencies. 

 

United States-Denmark-European Union:  Over the weekend, multiple reports indicated that 

Denmark’s secret services helped the U.S. National Security Agency spy on European officials, 

including German Chancellor Merkel, during the Obama administration.  The NSA’s spying on 

U.S. allies first came to light in 2013 via disclosures by whistleblower Edward Snowden, but this 

is the first time Denmark’s role in the scandal has been made public.  According to the reports, 

the spying involved the NSA and Denmark jointly tapping under-sea internet cables. 

• Based on a statement by Danish Defense Minister Bramsen that “systematic interception 

of close allies is unacceptable,” there is probably some possibility that the spying on 

European officials was a residual benefit of a system built to track terrorists or other U.S. 

enemies. 

• All the same, the news is likely to hurt President Biden’s relationship with key EU 

leaders, given that he was Obama’s vice president.  That could spoil Biden’s reception at 

the upcoming G7, EU, and NATO summits in mid-June. 

• As might be expected, China is also jumping on the news to criticize the U.S.  Today, 

China has accused the U.S. of being “the world’s top hacking empire.”  We would note, 

however, that China’s sensitivity to the issue may well reflect the fact that it is probably 

subjected to many more offensive U.S. cyberattacks than the public realizes. 

 

Global Oil Market:  The OPEC+ group of oil producers will meet today to decide whether or 

not to proceed with their plans to gradually increase oil production as the global economy 

recovers from the coronavirus pandemic and demand rebounds.  The delegates are expected to 

continue with their plans despite the prospect of more Iranian oil being released onto the market 

later this year.  Still, the rise in demand, constrained inventories, and transportation bottlenecks 

continue to buoy prices, with Brent rising some 2% to more than $70 this morning. 

 

Israel:  Right-wing politician Naftali Bennett, centrist Yair Lapid, and other opponents of Prime 

Minister Netanyahu are reportedly closing in on a coalition agreement that would give them a 

razor-thin majority in the Knesset, allowing them to topple the prime minister.  Under the deal, 

Bennett and Lapid would serve alternately in the role of prime minister.  Lapid has a deadline of 

Wednesday to form a government. 

 

COVID-19:  Official data show confirmed cases have risen to 170,771,941 worldwide, with 

3,551,306 deaths.  In the United States, confirmed cases rose to 33,264,595 with 594,568 deaths.  

Vaccine doses delivered in the U.S. now total 366,316,945, while the number of people who 

have received at least their first shot totals 167,733,972.  Finally, here is the interactive chart 

https://www.ft.com/content/a2c13ce0-6e66-4751-aa65-6c668d303101?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.politico.eu/article/press-report-merkel-and-eu-leaders-spied-on-by-nsa-via-denmark/
https://www.scmp.com/news/china/diplomacy/article/3135615/china-calls-us-worlds-top-hacking-empire-after-denmark-spying?utm_medium=email&utm_source=mailchimp&utm_campaign=enlz-scmp_international&utm_content=20210601&tpcc=enlz-scmp_international&MCUID=b11497b3c2&MCCampaignID=aaf676ab31&MCAccountID=3775521f5f542047246d9c827&tc=21
https://www.ft.com/content/e74a09b0-9ce3-46f0-95b9-5fa7f0792dce
https://www.ft.com/content/e74a09b0-9ce3-46f0-95b9-5fa7f0792dce
https://www.wsj.com/articles/naftali-bennett-poised-to-dislodge-his-mentor-to-become-israels-next-prime-minister-11622480846?mod=hp_listb_pos2
https://www.wsj.com/articles/naftali-bennett-poised-to-dislodge-his-mentor-to-become-israels-next-prime-minister-11622480846?mod=hp_listb_pos2
https://www.nytimes.com/live/2021/06/01/world/covid-vaccine-coronavirus-mask
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
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from the Financial Times that allows you to compare cases and deaths among countries, scaled 

by population.   

 

Virology 

• Newly confirmed U.S infections totaled just 5,602 yesterday.  Of course, the low number 

probably reflects the Memorial Day holiday, yet, it was well below the seven-day moving 

average of 17,189.  The seven-day moving average of deaths related to the virus has now 

fallen to just 392.  The dramatic declines in infections, hospitalizations, and deaths can be 

attributed largely to the nation’s continuing mass vaccination campaign.  Data from the 

CDC show 50.5% of the U.S. population has now received at least one vaccine dose, and 

40.7% of the population is fully vaccinated. 

• New data show that the disinfecting and hand-washing that became common during the 

pandemic served not only to dramatically reduce influenza cases last season but also 

reduced childhood illnesses such as chickenpox, stomach viruses, and strep throat.  For 

example, U.S. chickenpox cases this year are down about two-thirds from their levels 

before the pandemic. 

• In Britain, the government still plans to lift its pandemic lockdown on June 21, subject to 

a data assessment next week, but reports over the weekend indicate government scientists 

expect the “Step 4” restriction easing will be delayed because of a rebound in infections 

related to the Indian mutation of the virus. 

 

Economic and Financial Market Impacts 

• The OECD boosted its forecast of global economic growth this year to 5.8%, up from its 

December forecast of just 4.2%.  Along with its revised forecast for growth of 4.4% in 

the following year, that would imply the global economy will reach its pre-pandemic 

level in 2022.  According to the organization, the brightening outlook will give 

governments leeway to switch from blanket emergency support to more targeted 

measures, with a focus on investing. 

• Even though leisure travel is already bouncing back nicely, there are growing signs that 

business travel will soon start to normalize as well.  The chief customer officer at 

American Airlines (AAL, $24.24) said 47 of her airline’s top 50 corporate customers plan 

to resume flying by the end of the year. 

• After facing a big resurgence in infections while waiting for its first vaccine shipments 

early this year, the Canadian government is providing hundreds of millions of dollars in 

funding to expand and build domestic vaccine-manufacturing plants.  It also plans to set 

aside more than two billion Canadian dollars, equivalent to US$1.66 billion, over the next 

seven years to attract new investment in the life-sciences sector.  If successful, the effort 

could eventually help balance out the sectoral makeup of the Canadian stock market.  

Currently, the Health Care sector makes up only about 1.1% of the MSCI Canada Index, 

versus 11.0% for the Materials sector, 13.8% for the Energy sector, and a whopping 

37.4% for the Financials sector. 

 

U.S. Economic Releases  

https://www.nytimes.com/interactive/2021/us/covid-cases.html?name=styln-coronavirus-live&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=LegacyCollection&variant=1_Show&is_new=false
https://www.wsj.com/articles/covid-19-prevention-measures-are-keeping-childhood-diseases-like-chickenpox-at-bay-11622539801?mod=hp_lead_pos7
https://www.thetimes.co.uk/article/are-we-still-on-course-for-lockdown-freedom-day-on-june-21-0rbdqcdhg
https://www.ft.com/content/71beb926-2362-4085-a04e-5fa607e95aad
https://www.wsj.com/articles/business-travel-is-coming-back-11622547001?mod=hp_lead_pos10
https://www.wsj.com/articles/business-travel-is-coming-back-11622547001?mod=hp_lead_pos10
https://www.wsj.com/articles/canada-and-europe-seek-to-boost-vaccine-access-after-troubled-rollouts-11622462400
https://www.wsj.com/articles/canada-and-europe-seek-to-boost-vaccine-access-after-troubled-rollouts-11622462400
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There were no economic releases prior to the publication of this report. The table below lists the 

domestic releases and Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m May 61.5 61.5 **

10:00 Construction Spending MoM m/m Apr 0.5% 0.2% **

10:00 ISM Manufacturing m/m May 60.9 60.7 ***

10:00 ISM Prices Paid m/m May 89.0 89.6 **

10:00 ISM New Orders m/m May 64.3 **

10:00 ISM Employment m/m May 55.1 **

10:30 Dallas Fed Manf. Activity m/m May 36.3 37.3 **

EST Speaker or event

10:00 Randal Quarles Interviewed During Politico Interview U.S. Federal Reserve Vice Chairman for Supervision

14:00 Lael Brainard Speaks to Economic Club of New York

District or position

Economic Releases

Fed Speakers or Events

Members of the Board of Governors  
 

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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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Caixin China PMI Mfg m/m May 52.0 51.9 52.0 *** Equity and bond neutral

Japan Consumer Confidence Index m/m May 34.1 34.7 33.0 *** Equity bullish, bond bearish

Housing Starts y/y Apr 7.1% 1.5% 4.5% *** Equity bullish, bond bearish

Capital Spending y/y 1Q -7.8% -4.8% -6.8% ** Equity bearish, bond bullish

Jibun Bank Japan PMI Mfg m/m May 53.0 52.5 *** Equity and bond neutral

Vehicle Sales y/y May 30.9% 22.2% * Equity bullish, bond bearish

India Fiscal Deficit INR Crore m/m Apr 78699.0 415914.0 ** Equity bullish, bond bearish

GDP y/y 1Q 1.6% 0.4% 1.0% *** Equity bullish, bond bearish

Eight Infrastructure Industries m/m Apr 56.1% 6.8% * Equity bullish, bond bearish

Markit India PMI Mfg m/m May 50.8 55.5 *** Equity bearish, bond bullish

Australia Markit Australia PMI Mfg m/m May 60.4 59.9 *** Equity bullish, bond bearish

ANZ Roy Morgan Consumer Confidence w/w 30-May 111.4 114.2 *** Equity and bond neutral

CoreLogic House Px m/m May 2.3% 1.8% ** Equity and bond neutral

BoP Current Account Balance q/q 1Q A$18.3b A$14.5b A$17.7b ** Equity and bond neutral

Building Approvals m/m Apr -8.6% 17.4% -10.0% ** Equity and bond neutral

Commodity Index SDR y/y May 39.7% 34.7% ** Equity and bond neutral

New Zealand Building Permits m/m Apr 4.8% 17.9% ** Equity and bond neutral

CoreLogic House Prices y/y May 20.5% 18.4% ** Equity and bond neutral

EUROPE

Eurozone Markit Eurozone Manufacturing PMI m/m May 63.1 62.8 62.8 *** Equity bullish, bond bearish

Unemployment Rate m/m Apr 8.0% 8.1% 8.1% *** Equity bullish, bond bearish

CPI Core y/y May 0.9% 0.7% 0.9% *** Equity and bond neutral

CPI Estimate y/y May 2.0% 1.6% 1.9% *** Equity and bond neutral

France Markit France Manufacturing PMI m/m May 59.4 59.2 59.2 *** Equity and bond neutral

Germany Markit/BME Germany Manufacturing PMI m/m May 64.4 64.0 64.0 *** Equity and bond neutral

Unemployment Change (000's) m/m May -15.0k 9.0k -9.0k ** Equity bearish, bond bullish

Unemployment Claims Rate SA m/m May 6.0% 6.0% 6.0% *** Equity and bond neutral

Italy Markit Italy Manufacturing PMI m/m May 62.3 60.7 62.1 *** Equity and bond neutral

Unemployment Rate m/m Apr 10.7% 10.1% 10.1% *** Equity bearish, bond bullish

GDP WDA q/q 1Q 0.1% -0.4% -0.4% *** Equity and bond neutral

UK Nationwide House PX m/m May 1.8% 2.1% 0.8% ** Equity and bond neutral

Markit UK PMI Manufacturing SA m/m May 65.6 66.1 66.1 *** Equity and bond neutral

Switzerland Retail Sales Real y/y Apr 35.7% 22.6% ** Equity bullish, bond bearish

GDP q/q 1Q -0.5% 0.3% -0.4% *** Equity bearish, bond bullish

PMI Manufacturing m/m May 69.9 69.5 70.0 ** Equity and bond neutral

Russia Markit Russia PMI Mfg m/m May 51.9 50.4 51.2 ** Equity bullish, bond bearish

AMERICAS

Brazil Net Debt % GDP m/m Apr 60.5% 61.3% 61.4% ** Equity and bond neutral

Canada Bloomberg Nanos Confidence m/m 28-May 65.8 65.7 ** Equity and bond neutral

Current Account Balance m/m 1Q $1.18b -$7.26b $2.50b ** Equity and bond neutral

Industrial Product Price m/m Apr 1.6% 1.6% 1.7% ** Equity and bond neutral

Raw Materials Price Index m/m Apr 1.0% 2.3% 1.7% ** Equity bullish, bond bearish

Mexico Net Outstanding Loans m/m Apr 4593b 4586b ** 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) 13 13 0 Up

3-mo T-bill yield (bps) 0 1 -1 Neutral

TED spread (bps) 13 12 1 Up

U.S. Libor/OIS spread (bps) 8 9 -1 Up

10-yr T-note (%) 1.62 1.60 0.02 Neutral

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

EUR/USD 3-mo swap (bps) 1 1 0 Down

Currencies

dollar Flat Down

euro Flat Up

yen Down Up

pound Down Up

franc Up Up

Central Bank Action Prior Expected

RBA Cash Rate Target 0.100% 0.100% 0.100% On forecast

RBA 3-Yr Yield Target 0.100% 0.100% 0.100% On forecast  
 

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 $70.78 $69.32 2.11% Supply Pessimism

WTI $68.16 $66.32 2.77%

Natural Gas $3.09 $2.99 3.42%

Crack Spread $22.24 $21.79 2.04%

12-mo strip crack $21.23 $20.81 2.02%

Ethanol rack $2.72 $2.72 0.00%

Gold $1,906.95 $1,906.87 0.00%

Silver $28.21 $28.03 0.64%

Copper contract $466.60 $467.75 -0.25%

Corn contract $664.25 $656.75 1.14%

Wheat contract $675.75 $663.50 1.85%

Soybeans contract $1,541.25 $1,530.50 0.70%

Baltic Dry Freight 2596 2688 -92

Shipping

Energy Markets

Metals

Grains

 
 

 

 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for cooler temperatures in the West and South 

regions, with warmer temperatures for the rest of the country.  The forecast calls for wet 

conditions in Texas and the Lower Mississippi Valley, with dry conditions primarily in the 

Pacific Northwest and New England regions. 
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Data Section 
 

U.S. Equity Markets – (as of 5/28/2021 close) 

 

  
0.0% 20.0% 40.0% 60.0%

Utilities
Consumer Staples

Technology
Consumer Discretionary

Healthcare
S&P 500

Communication Services
Real Estate
Industrials
Materials
Financials

Energy

YTD Total Return

-0.4% -0.2% 0.0% 0.2% 0.4% 0.6% 0.8%

Communication Services

Consumer Discretionary

Materials

Industrials

S&P 500

Financials

Energy

Consumer Staples

Technology

Healthcare

Utilities

Real Estate

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 5/28/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets ($)

Emerging Markets (local currency)

Growth

Foreign Developed ($)

Large Cap

Foreign Developed (local currency)

Small Cap

Value

Real Estate

Mid Cap

Commodities

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 as of 5/19/2021 = 24.6x

 
 

Based on our methodology,1 the current P/E is 24.4x, down 0.4x from last week.  Rising earnings 

led to the decline in 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 (Q3 and Q4) and two estimates (Q1 and Q2). 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. 


