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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: March 2, 2020—9:30 AM EST] Global equity markets are mixed this morning.  The 

EuroStoxx 50 is currently down 1.5% from its last close.  In Asia, the MSCI Asia Apex 50 

closed relatively up 0.8%.  Chinese markets were higher, with the Shanghai Composite up 3.2% 

and the Shenzhen Composite up 3.8%.  U.S. equity index futures are signaling a lower open.  

With 479 companies having reported, the S&P 500 Q4 earnings stand at $42.00, higher than the 

$40.59 forecast for the quarter.  The forecast reflects a 2.0% decrease from Q4 2018 earnings.  

Thus far this quarter, 71.4% of the companies have reported earnings above forecast, while 

20.7% have reported earnings below forecast.   

 

The newest episode of our Confluence of Ideas podcast series is now available. This episode 

discusses Confluence’s 2020 Geopolitical Outlook.  We examine the U.S. 2020 elections, the 

situation in Iran, China’s debt, the impact of demographics and North Korea. We also provide an 

update on emerging issues since we published the report in mid-December.   

 

It’s March!  February seemed unusually long this year.  There is lots of news this morning.  We 

are seeing some signs of equity market stabilization, but risk-off markets are also doing really 

well.  We update the COVID-19, including China’s PMI data (quick update—it was historically 

bad).  One war is starting; it looks like Syria and Turkey are going at it.  Another war may be 

winding down as the U.S. and the Taliban have agreed to a deal.  North Korea fires a couple 

missiles.  Here are the details: 

 

COVID-19:  The number of official reported cases is 89,197, with 3,048 fatalities.  We also note 

that the number of recoveries is 45,175.  The U.S. now has two fatalities, both in Washington 

state, and 86 cases.  New York City has a confirmed case as well; there are worries that COVID-

19 may have been circulating for weeks in Washington state.  Australia has recorded its first 

fatality.  The virus is now spreading faster outside of China.  Iran is reeling from the disease; the 

state is raiding homes and businesses suspected of hoarding masks, and the virus has claimed a 

senior member of the Expediency Council in Iran, Mohammad Mirmohammadi.   

 

China’s PMI data came in much weaker than expected and shows that the impact of the virus and 

quarantines have clearly left a mark.  This data is the weakest on record.   

 

 

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/category/podcasts/
https://www.wsj.com/articles/treasury-yields-near-1-as-asian-markets-open-lower-11583114956?shareToken=st8529f7408a4b48f193c3015797f33c89
https://www.ft.com/content/a66b0770-5c24-11ea-b0ab-339c2307bcd4?emailId=5e5c8f560026130004d5bfe0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/60f9e2ec-dd39-31cc-86d9-1adaa4dde1f8
https://www.nytimes.com/2020/03/02/world/coronavirus-news.html?te=1&nl=morning-briefing&emc=edit_MBE_p_20200302&section=topNews&campaign_id=51&instance_id=16401&segment_id=21778&user_id=cf9e3e54fec2ede829d24b038d8ab9e3&regi_id=5677267tion=topNews
https://gisanddata.maps.arcgis.com/apps/opsdashboard/index.html#/bda7594740fd40299423467b48e9ecf6
https://www.wsj.com/articles/coronavirus-spreads-in-u-s-as-rhode-island-confirms-states-first-case-11583080456?shareToken=st770a85e135114d8e8fb9732b7ab3deea
https://www.reuters.com/article/us-china-health-usa/washington-state-confirms-second-us-coronavirus-death-new-york-reports-first-case-idUSKBN20O1WF
https://www.reuters.com/article/us-china-health-usa/washington-state-confirms-second-us-coronavirus-death-new-york-reports-first-case-idUSKBN20O1WF
https://nyti.ms/39iTkWc
https://www.washingtonpost.com/health/coronavirus-may-have-spread-undetected-for-weeks-in-washington-state/2020/03/01/0f292336-5bcc-11ea-9055-5fa12981bbbf_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.washingtonpost.com/health/coronavirus-may-have-spread-undetected-for-weeks-in-washington-state/2020/03/01/0f292336-5bcc-11ea-9055-5fa12981bbbf_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.reuters.com/article/us-china-health-australia/australia-reports-first-coronavirus-death-idUSKBN20O17A
https://www.reuters.com/article/us-china-health-australia/australia-reports-first-coronavirus-death-idUSKBN20O17A
https://www.wsj.com/articles/coronavirus-spreading-faster-outside-china-than-within-11583142293?shareToken=st0d3eaabe98fc414da968387dd8b3a1af
https://www.wsj.com/articles/iran-battles-coronavirusand-the-black-market-for-medical-supplies-11583081174?shareToken=sta8cb39bea1a74685a5515f997f0f4d32
https://www.scmp.com/news/world/middle-east/article/3064610/coronavirus-iran-council-member-close-supreme-leader-dies
https://www.scmp.com/news/world/middle-east/article/3064610/coronavirus-iran-council-member-close-supreme-leader-dies
https://www.wsj.com/articles/coronavirus-craters-china-manufacturing-index-11583133941?shareToken=st99753f4eb84a4cecaa017208805875fc
https://www.wsj.com/articles/coronavirus-craters-china-manufacturing-index-11583133941?shareToken=stfd74bbe7d9194fadb9dccc052bc33161
https://www.scmp.com/economy/china-economy/article/3052985/coronavirus-chinas-factories-activity-plunges-all-time-low
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The details offered little in the way of silver linings.  New orders fell to 29.3; new export orders 

plunged to similar levels.  Given this data, it will be very difficult for China to avoid a negative 

quarter for GDP.   

 

The OECD came out today and warned that global economic growth is at risk from COVID-19.  

In response, central banks and fiscal authorities are rolling out support packages.  The Fed and 

the BOJ both offered support, with the latter giving the most details.  There are also proposals to 

ease liquidity issues for the financial system with a temporary relaxation of banking regulations.  

Commentators have noted that cutting the policy rate target won’t stem infections, but they 

would help to reduce the demand side aftereffects of the virus.  As we noted last week, the 

financial markets are signaling that the Fed needs to cut at least 50 bps and is leaning toward 75.  

We also note that the 10-year Treasury yield flirted with 1% overnight.   

 

Has anything changed in our outlook?  Not much in terms of timing but some in terms of impact.  

We still expect this event to be 3-4 months in duration but the economic impact is probably 

going to be bigger than we initially thought.  In other words, the economic impact will probably 

be short but deep.  Essentially, the problem comes down to the quarantine issue.  If policymakers 

fear the disease is a “killer” then they should engage in aggressive quarantine policies which will 

hurt growth.  That is the lesson from China’s PMI data.  If, on the other hand, policymakers 

conclude that this virus is more of a nuisance and that most people will get through it just fine 

then quarantine measures should be modest and the economic impact will be less pronounced.  

Of course, the risk of implementing less aggressive quarantine policies is that if COVID-19 turns 

more lethal, the impact would be grave.  At this point it is almost impossible to tell what the U.S. 

will do.  The administration is giving local governments the power to close schools, which would 

have a negative impact on the economy.  We do note that in the Spanish flu pandemic (a “big 

one,” BTW) local governments essentially dictated the response.  St. Louis was rather draconian 

in its response and suffered fewer fatalities.  But, the overall economic impact will be greatly 

affected by the degree of panic among households and businesses and the response of 

https://www.ft.com/content/749c9ed4-5ab7-11ea-a528-dd0f971febbc?emailId=5e5c8f560026130004d5bfe0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://static.politico.com/25/54/f45aa6cc4cfeaf96da7ab70cf135/oecd-interim-economic-outlook-under-embargo.pdf
https://www.ft.com/content/1356af8c-5c6c-11ea-8033-fa40a0d65a98?emailId=5e5cec3133a3480004439534&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.wsj.com/articles/global-growth-to-slow-sharply-as-coronavirus-takes-heavy-toll-says-oecd-11583143200?shareToken=st7fb0fffff3eb49a793110107aa875aaa
https://www.ft.com/content/a6f59348-5bae-11ea-b0ab-339c2307bcd4
https://www.wsj.com/articles/trump-counts-on-the-fed-to-shore-up-markets-keeping-up-his-pressure-tactics-11583039867?shareToken=stf8708cb9c9ac4d54891c8367845e6e62
https://www.bloomberg.com/news/articles/2020-03-02/boj-s-kuroda-pledges-to-maintain-market-stability-in-statement?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://bpi.com/actions-the-fed-could-take-in-response-to-covid-19/?utm_source=Bank%20Policy%20Institute&utm_campaign=3e1ad993e7-set-reserve-requirements-to%20zero_COPY_02&utm_medium=email&utm_term=0_c90b6c9720-3e1ad993e7-284083373&stream=business
https://bpi.com/actions-the-fed-could-take-in-response-to-covid-19/?utm_source=Bank%20Policy%20Institute&utm_campaign=3e1ad993e7-set-reserve-requirements-to%20zero_COPY_02&utm_medium=email&utm_term=0_c90b6c9720-3e1ad993e7-284083373&stream=business
https://www.politico.eu/article/coronavirus-covid-19-condumdum-to-contain-or-carry-on/?utm_source=POLITICO.EU&utm_campaign=4e9a4197b7-EMAIL_CAMPAIGN_2020_03_02_05_51&utm_medium=email&utm_term=0_10959edeb5-4e9a4197b7-190334489
https://www.ft.com/content/c46bcba0-5bd0-11ea-8033-fa40a0d65a98?emailId=5e5c8f560026130004d5bfe0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://nyti.ms/2Tb4Ayg
https://nyti.ms/2Tb4Ayg
https://www.wsj.com/articles/grocers-prepare-for-surge-in-demand-as-coronavirus-spreads-11583004925?shareToken=st00db0e71d04c4b1da3a2dfad19495968
https://nyti.ms/3cgBt46
https://nyti.ms/3cgBt46
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government.  At the same time, there is evidence from China that the worst may be over and 

recovery may be starting, albeit from a deep hole.   

 

Syria and Turkey:  Following last week’s Syrian attack that killed dozens of Turkish troops, 

Turkey yesterday officially declared war on Syria and launched a major counteroffensive on its 

forces in Idlib province.  Turkish Defense Minister Hulusi Akar issued a statement saying the 

goal of the offensive is to stop the Syrian government’s fight against rebels in the area and 

prevent further refugee flows into Turkey.  The Turkish government also continues to press 

NATO and the EU to provide help in the fight, but NATO has so far limited its assistance to 

providing intelligence and airborne radar surveillance over Syria.  To gain leverage over the 

Europeans, Turkish President Erdogan announced he had “opened the gates” to Syrian refugees 

trying to cross from Tukey into Greece, raising the possibility of another large, destabilizing 

wave of migration into the EU.  Foreign ministers from around the EU have called an emergency 

meeting to map a path forward, while Greece has imposed a one-month moratorium on accepting 

new asylum applications. 

 

Peace in Afghanistan:  The longest U.S. war may be coming to a close.  The U.S. and the 

Taliban have signed an agreement that, if fulfilled, would lead to the exit of U.S. troops.  There 

is still much that can go wrong.  However, it appears the U.S. has finally realized what the 

British and the Soviets learned—they don’t call Afghanistan the “graveyard of empires” for 

nothing.  Our expectation is that the country will be peaceful enough for U.S. troops to leave.  

After that, the most likely outcome is a resumption of the civil conflict that was in place before 

we got involved.   

 

Odds and ends:  Israel goes to the polls (again!) today.  EU and U.K. trade talks officially begin 

today; the chances of a hard break remain elevated.  North Korea fired off a couple of missiles.  

OPEC confirms it will meet this week to address COVID-19; oil prices have stabilized on the 

news.  Anti-corruption populists win in Slovakian elections over the weekend.  Further evidence 

of climate change: for the first time since 1830, Germany will not make any Ice Wine this year 

as temperatures didn’t get cold enough. 

 

U.S. Economic Releases 

 

There were no economic releases prior to the publication of this report.  The table below shows 

the economic releases scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Feb 50.8 50.8 ***

10:00 Construction Spending m/m Jan 0.6% -0.2% ***

10:00 ISM Manufacturing m/m Feb 50.5 50.9 ***

10:00 ISM New Orders m/m Feb 51.8 52.0 **

10:00 ISM Prices Paid m/m Feb 50.8 53.3 **

10:00 ISM Employment m/m Feb 47.5 46.6 **

Fed Speakers or Events

Economic Releases

No speakers or events scheduled  
 

 

 

https://nyti.ms/3cgBt46
https://www.nytimes.com/2020/03/01/world/middleeast/turkey-syria-assault.html
https://www.ft.com/content/ce21d7ba-5a4b-11ea-abe5-8e03987b7b20
https://www.ft.com/content/faefa0a8-5be3-11ea-b0ab-339c2307bcd4
https://www.ft.com/content/faefa0a8-5be3-11ea-b0ab-339c2307bcd4
https://www.ft.com/content/faefa0a8-5be3-11ea-b0ab-339c2307bcd4
https://www.washingtonpost.com/world/asia_pacific/what-you-need-to-know-about-the-us-taliban-peace-deal/2020/02/29/e63e062c-5a67-11ea-8efd-0f904bdd8057_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.wsj.com/articles/u-s-taliban-set-to-sign-deal-meant-to-end-america-s-longest-war-11582977729?shareToken=std621803b4b2c4b868cc4ee193b9bf8b3
https://www.ft.com/content/4a7d6942-59e7-11ea-a528-dd0f971febbc?emailId=5e5c8f560026130004d5bfe0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/4a7d6942-59e7-11ea-a528-dd0f971febbc?emailId=5e5c8f560026130004d5bfe0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://nyti.ms/2Tc7djh
https://nyti.ms/2Vwwoif
https://thediplomat.com/2017/06/why-is-afghanistan-the-graveyard-of-empires/
https://nyti.ms/32uY7kT
https://www.ft.com/content/4aacbed2-596e-11ea-abe5-8e03987b7b20?emailId=5e5c8f560026130004d5bfe0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/2de81072-5a1c-11ea-a528-dd0f971febbc?emailId=5e5cec3133a3480004439534&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/2de81072-5a1c-11ea-a528-dd0f971febbc?emailId=5e5cec3133a3480004439534&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/c49c986e-5a42-11ea-a528-dd0f971febbc?emailId=5e5c8f560026130004d5bfe0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://nyti.ms/2TxWr69
https://www.bloomberg.com/news/articles/2020-02-19/opec-sends-official-invites-for-march-meeting-delegates?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.ft.com/content/45e78754-5b4b-11ea-8033-fa40a0d65a98?emailId=5e5c8f560026130004d5bfe0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://apnews.com/a531cffe32563c08fe1b0879b44a9d8c?mod=djem10point
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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.  
 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Capital Spending y/y 4Q -3.5% 7.1% -2.5% ** Equity bearish, bond bearish

Capital Spending ex Software y/y 4Q -5.0% 7.7% -2.0% ** Equity bearish, bond bearish

Jibun Bank Japan PMI Mfg m/m Feb 47.8 47.6 ** Equity bearish, bond bearish

Annualized Housing Startsd m/m Jan 0.813 Mil 0.852 Mil 0.844 Mil ** Equity and bond neutral

China Composite PMI m/m Feb 28.9 53.0 ** Equity bearish, bond bearish

Manufacturing PMI m/m Feb 35.7 50.0 45.0 *** Equity bearish, bond bearish

Non-manufacturing PMI m/m Feb 29.6 54.1 50.5 ** Equity bearish, bond bearish

Caixin China PMI Manufacturing m/m Feb 40.3 51.1 46.0 *** Equity bearish, bond bearish

Australia AiG Performance of Manufacturing Index m/m Feb 44.3 45.4 ** Equity bearish, bond bearish

Melbourne Institute Inflation m/m Feb -0.1% 0.3% ** Equity bearish, bond bearish

Commodity Index SDR y/y Feb -6.1% -3.6% ** Equity bearish, bond bearish

New Zealand Terms of Trade Index q/q 4Q 2.6% 1.9% 0.8% ** Equity bullish, bond bearish

EUROPE

Eurozone Markit Eurozone Manufacturing PMI m/m Feb 49.2 49.1 49.1 ** Equity and bond neutral

Germany Markit/BME Germany Manufacturing PMI m/m Feb 48.0 47.8 47.8 ** Equity and bond neutral

France Markit France Manufacturing PMI m/m Feb 49.8 49.7 49.7 ** Equity and bond neutral

Italy Markit Italy Manufacturing PMI m/m Feb 48.7 48.9 49.0 ** Equity and bond neutral

Deficit to GDP y/y 2019 1.6% 2.2% 2.2% *** Equity bullish, bond bearish

GDP Annual y/y 2019 0.3% 0.8% 0.2% *** Equity bullish, bond bearish

UK Markit UK PMI Manufacturing m/m Feb 51.7 51.9 51.9 ** Equity and bond neutral

Mortgage Approvals m/m Jan 70.9k 67.2k 68.0k * Equity bullish, bond bearish

Net Lending Sec. on Dwellings m/m Jan 4.0 Bil 4.6 Bil 4.6 Bil ** Equity bearish, bond bearish

Switzerland PMI Manufacturing m/m Feb 49.5 47.8 48.0 ** Equity bullish, bond bearish

Russia Markit Russia PMI Manufacturing m/m Feb 48.2 47.9 47.3 ** Equity bullish, bond bearish  
 

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) 146 158 -12 Up

3-mo T-bill yield (bps) 110 126 -16 Neutral

TED spread (bps) 36 32 4 Neutral

U.S. Libor/OIS spread (bps) 104 123 -19 Up

10-yr T-note (%) 1.06 1.15 -0.09 Neutral

Euribor/OIS spread (bps) -42 -43 1 Neutral

EUR/USD 3-mo swap (bps) 19 17 2 Down

Currencies Direction

dollar Down Neutral

euro Up Down

yen Up Down

pound Down Down

franc Down Down  
 

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 $50.15 $49.67 0.97%

WTI $45.13 $44.76 0.83%

Natural Gas $1.71 $1.68 1.78%

Crack Spread $17.15 $17.13 0.11%

12-mo strip crack $13.75 $13.75 0.04%

Ethanol rack $1.42 $1.42 0.15%

Gold $1,596.32 $1,585.69 0.67%

Silver $16.82 $16.67 0.92%

Copper contract $256.70 $254.00 1.06%

Corn contract 369.75$       368.25$       0.41%

Wheat contract 520.00$       525.00$       -0.95%

Soybeans contract 896.75$       892.75$       0.45%

Baltic Dry Freight 535 529 6

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer-than-normal for most of the country, 

with colder-than-normal temperatures in the northern Pacific regions.  Wet conditions are 

expected for nearly all of the country except the East Coast and Florida.
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Asset Allocation Weekly 
 

Confluence Investment Management offers various asset allocation products which are managed using 

“top down,” or macro, analysis.  We report asset allocation thoughts on a weekly basis, updating this 
section every Friday.  
 

February 28, 2020 
 

Since the end of the Financial Crisis, there has been a steady deterioration in investment-grade 

credit quality. 
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This chart shows the percentage of investment-grade bonds rated at BBB.  Since late 2018, this 

portion has represented half of outstanding investment-grade credit.  This rating is the lowest end 

of investment-grade credit, so the dominance of this segment raises questions about the stability 

of these corporate bonds under deteriorating financial conditions.   

 

History tends to show that monetary policy has the most significant impact on the percentage of 

BBB debt. 
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A rising policy rate between 2004 into 2006 coincided with a sizeable decline in the percentage 

of BBB-rated debt in the investment-grade category.  Low rates since 2008 led to a steady rise in 

the percentage of BBB-rated debt.  Most notably, the policy tightening from 2016 into last year 

did not slow the rise, suggesting investors did not believe that monetary policy would lead to 

concerns about credit quality. 

 

This data suggests a couple of issues.  First, the current high level of low-rated debt in 

investment-grade is a concern if the economy weakens or policymakers overtighten.  Second, 

investors appear confident that neither outcome is likely in the short run and, if anything, the 

FOMC will react quickly to protect the economy from trouble.  The risk, of course, is that either 

this confidence is misplaced or a circumstance will develop to which no amount of policy 

stimulus can prevent credit deterioration.   

 

In response to this deterioration of credit quality, we have reduced our overall exposure to 

investment-grade credit in our allocations to fixed income.  However, we remain overweight to 

investment-grade, in part, due to expectations that a recession or a credit event isn’t imminent.   

   

 

 
Past performance is no guarantee of future results.  Information provided in this report is for educational and 

illustrative purposes only and should not be construed as individualized investment advice or a recommendation.  

The investment or strategy discussed may not be suitable for all investors.  Investors must make their own decisions 

based on their specific investment objectives and financial circumstances.  Opinions expressed are current as of the 

date shown and are subject to change.  
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Data Section 
 

 

U.S. Equity Markets – (as of 2/28/2020 close) 
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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 2/28/2020 close) 
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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 

 

February 27, 2020 
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P/E as of 2/26/2020 = 20.4x

 
 

Based on our methodology,1 the current P/E is 20.4x, unchanged from 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, 2020). 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. 


