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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 5, 2020—9:30 AM EST] Global equity markets are mixed this morning.  The 

EuroStoxx 50 is currently down 1.8% from its last close.  In Asia, the MSCI Asia Apex 50 

closed up 1.3%.  Chinese markets were higher, with the Shanghai Composite up 2.0% and the 

Shenzhen Composite up 1.8%.  U.S. equity index futures are signaling a lower open.  With 489 

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, 71.2% of the companies have reported earnings above forecast, while 20.9% have 

reported earnings below forecast.   
 

Happy Thursday!  After a strong equity market rally yesterday, which lifted stocks in Asia 

overnight, Europe turned lower and U.S. equity futures are also falling.  We update COVID-19 

news.  The U.S. won a battle with China over global regulation.  Turkey and Russia meet; 

Europe frets over another refugee crisis.  Here are the details: 

 

N.B.  On Thursdays, we usually update the DOE weekly energy data as part of the Daily 

Comment report.  We have decided to make the weekly data recap its own report, which you can 

access here.  Going forward, a link will be provided every week after the data is released. 

 

COVID-19:  There are now 95,748 reported cases of COVID-19, with 3,286 fatalities and 

53,423 recoveries.  Although the news flow surrounding the virus remains grim, since February 

19, the number of recoveries have outpaced the number of new cases.  This is good news. 

 

• The economic impact: The economic impact of the virus continues to ripple through the 

global economy.  The JP Morgan world PMI report shows a sharp decline. 

 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.ft.com/content/821c6ecc-5e86-11ea-b0ab-339c2307bcd4?emailId=5e6073a996266f0004defa05&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/global-markets-follow-u-s-stocks-higher-11583376176?shareToken=st603a512e7fec404597c4001a55abf3b4
https://www.confluenceinvestment.com/category/energy-reports/weekly-energy-update/
https://www.ft.com/content/bd644154-867f-3d13-8da3-2aae5bf50b5a
https://gisanddata.maps.arcgis.com/apps/opsdashboard/index.html#/bda7594740fd40299423467b48e9ecf6
https://gisanddata.maps.arcgis.com/apps/opsdashboard/index.html#/bda7594740fd40299423467b48e9ecf6


 

 

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

www.confluenceinvestment.com 

 2 

 
(Source: Axios) 
 

Anecdotal evidence of economic fallout continues to build.  The Fed’s Beige Book 

painted a picture of widening negative effects; in part, the report is probably one of the 

factors that prompted the emergency rate cut this week.  Italy has closed its schools for 

two weeks.  France has put price controls on hand sanitizer.  The London Book Fair has 

been canceled; so was the Geneva Auto Show.  European football1 games are being 

played before empty stadiums.  So far, the Olympics are still a go, but there are growing 

concerns they might be canceled as well.  California has declared a state of emergency 

after the first fatality of one of its citizens was reported; the U.S. death toll has reached 

11.  Companies are preparing their workers to perform their tasks remotely.  India solar 

groups are considering force majeure declarations due to supply problems emanating 

from China.  China’s auto sales fell 80%.  Japan announced that a state visit by China’s 

President Xi Jinping has been postponed.  Reports from the Chinese small business 

community remain grim.  Companies in China are being forced to offer bounties to find 

workers.   

• Iran: The situation in Iran continues to deteriorate and may have geopolitical 

ramifications.  At least two dozen MPs and 15 other senior members of the government 

have all been afflicted by the virus.  It appears the virus is spreading rapidly in Iran and 

overwhelming its public health capacity. 

• Globalization: We continue to watch the impact of COVID-19 on globalization.  In our 

analysis, globalization has been in retreat for some time; we would peg the U.S. 

withdrawal from TPP and TTIP as the events that historians will someday use to mark the 

end of the post-WWII globalization era.  The virus is contributing to the trend.  Reports 

indicate foreign firms in labor intensive industries are starting to exit.  Editorials are 

pointing out that the virus has exposed the risk of far-flung supply chains.  India has 

announced curbs on drug exports which could lead to shortages in the U.S.  China had an 

                                                
1 Soccer for Americans. 

https://www.ft.com/content/61b4bc60-5e4b-11ea-b0ab-339c2307bcd4?emailId=5e60de2596266f0004df00f0&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.wsj.com/articles/analysis-why-the-fed-is-likely-to-cut-again-11583357344?shareToken=stb03ff6c0dd224a58bdc5482d6c7b2fb3
https://www.politico.eu/article/italian-government-closes-schools-to-counter-coronavirus-epidemic/?utm_source=POLITICO.EU&utm_campaign=6fe2a05718-EMAIL_CAMPAIGN_2020_03_05_05_56&utm_medium=email&utm_term=0_10959edeb5-6fe2a05718-190334489
https://www.politico.eu/article/france-slaps-price-controls-on-hand-sanitizer/?utm_source=POLITICO.EU&utm_campaign=6fe2a05718-EMAIL_CAMPAIGN_2020_03_05_05_56&utm_medium=email&utm_term=0_10959edeb5-6fe2a05718-190334489
https://nyti.ms/3ar17kR
https://nyti.ms/2PKBbbU
https://www.bbc.com/sport/football/51737430
https://nyti.ms/39q1dsP
https://www.bbc.com/news/world-us-canada-51740706
https://www.wsj.com/articles/coronavirus-spreads-in-washington-state-as-amazon-worker-tests-positive-11583318127?shareToken=st706110ac6659495eb91b386e9f3d02d4
https://www.wsj.com/articles/coronavirus-spreads-in-washington-state-as-amazon-worker-tests-positive-11583318127?shareToken=st706110ac6659495eb91b386e9f3d02d4
https://finance.yahoo.com/news/amazon-planning-vpn-test-for-all-employees-amid-coronavirus-work-from-home-concerns-170421976.html
https://www.ft.com/content/61d1e1a6-5dd7-11ea-b0ab-339c2307bcd4?emailId=5e6073a996266f0004defa05&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/61d1e1a6-5dd7-11ea-b0ab-339c2307bcd4?emailId=5e6073a996266f0004defa05&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.reuters.com/article/us-health-coronavirus-toyota/chinas-passenger-car-sales-fall-80-in-february-on-coronavirus-epidemic-idUSKBN20R1BH
https://www.wsj.com/articles/coronavirus-spreads-world-wide-containment-is-an-unlikely-outcome-11583403706?shareToken=stb1c31db0720f416aab47f37645f2bdba
https://www.washingtonpost.com/world/asia_pacific/with-chefs-idle-and-vegetables-rotting-chinas-virus-hit-restaurants-say-their-goose-is-cooked/2020/03/02/07d781da-59e3-11ea-8efd-0f904bdd8057_story.html
https://www.washingtonpost.com/world/asia_pacific/with-chefs-idle-and-vegetables-rotting-chinas-virus-hit-restaurants-say-their-goose-is-cooked/2020/03/02/07d781da-59e3-11ea-8efd-0f904bdd8057_story.html
https://www.wsj.com/articles/chinese-businesses-are-running-out-of-timeand-cash-11583175925?shareToken=st715d4e46ff114bb4a604a1779fde4931
https://www.scmp.com/tech/big-tech/article/3052124/foxconn-reportedly-dangles-us1000-bonus-new-workers-it-resumes
https://www.washingtonpost.com/world/middle_east/coronavirus-pummels-iran-leadership-as-data-show-spread-is-far-worse-than-reported/2020/03/04/7b1196ae-5c9f-11ea-ac50-18701e14e06d_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.scmp.com/news/china/society/article/3065039/coronavirus-clock-ticking-china-stop-foreign-firms-fleeing
https://www.scmp.com/economy/china-economy/article/3064794/coronavirus-outbreak-fans-flames-us-china-decoupling-debate
https://www.reuters.com/article/us-health-coronavirus-india/global-supplier-india-curbs-drug-exports-as-coronavirus-fears-grow-idUSKBN20Q0ZZ
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aggressive response to COVID-19 and was angered by other nations applying travel bans; 

now it must deal with Chinese nationals returning from overseas visits from areas 

affected by the virus.  The U.S. is not considering lifting tariffs on China due to COVID-

19.   

• The good news: Amid all this negative news, there were some positive items as well.  

Recruitment efforts have started for testing an experimental vaccine.  The House passed 

an $8.3 billion fiscal package to counter the impact of COVID-19.  One underlying 

positive factor from the Fed’s emergency rate cut is that it has given political cover for 

foreign policymakers to take aggressive steps of their own.  We expect the policy 

response to bring a strong recovery later this year.   

China v. U.S. on regulation:  China has been making a concerted effort to gain more power and 

representation in international bodies.  Where it is being blocked, it is creating new bodies to 

expand its soft power.  Meanwhile, the U.S. and the rest of the West are pushing back.  The 

World Intellectual Property Organization’s leadership position was open and China was pushing 

its candidate, Wang Binying, for the role.  The U.S. fought back and won; its candidate, Daren 

Tang, the head of Singapore’s intellectual property office, was nominated.  On the one hand, as 

China’s importance in the world rises, it makes sense it would want, and may deserve, more 

representation.  On the other hand, if the U.S. has deemed China a strategic competitor, every 

office it controls becomes a threat.  These sorts of events are further evidence that the world is 

evolving into at least a bipolar world. 

 

About yesterday:  The strong rally in equity markets was supported by a massive jump in health 

care stocks, a reflection of Super Tuesday. 
 

 
(Source: Axios) 
 

Europe, Turkey and Russia:  Turkish President Erdogan and Russian President Putin are 

meeting to defuse an escalating conflict in Idlib.  Meanwhile, Turkey is allowing refugees to 

https://www.nytimes.com/2020/03/04/health/coronavirus-china-aylward.html
https://www.washingtonpost.com/world/asia_pacific/coronavirus-spread-from-china-now-china-doesnt-want-the-world-spreading-it-back/2020/03/04/22a2ff7e-5dc8-11ea-ac50-18701e14e06d_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.washingtonpost.com/world/asia_pacific/coronavirus-spread-from-china-now-china-doesnt-want-the-world-spreading-it-back/2020/03/04/22a2ff7e-5dc8-11ea-ac50-18701e14e06d_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.reuters.com/article/us-health-coronavirus-usa-china/u-s-not-considering-suspending-tariffs-on-china-in-response-to-coronavirus-mnuchin-idUSKBN20Q256
https://www.wsj.com/articles/recruitment-begins-for-first-test-of-experimental-coronavirus-vaccine-11583358054?shareToken=st3982ec0473af45e29fcd4c6229572607
https://www.wsj.com/articles/congress-reaches-8-billion-deal-to-combat-coronavirus-11583343193?shareToken=st667ea1f7e1254c5ebb665194668cfce2
https://www.wsj.com/articles/congress-reaches-8-billion-deal-to-combat-coronavirus-11583343193?shareToken=st667ea1f7e1254c5ebb665194668cfce2
https://www.scmp.com/economy/china-economy/article/3065020/coronavirus-fed-rate-cut-has-opened-window-china-pursue-more
https://www.scmp.com/economy/china-economy/article/3065020/coronavirus-fed-rate-cut-has-opened-window-china-pursue-more
https://foreignpolicy.com/2019/10/23/china-united-states-fao-kevin-moley/
https://foreignpolicy.com/2019/10/23/china-united-states-fao-kevin-moley/
https://www.axios.com/china-coronavirus-think-tank-world-health-organization-c0c4348f-d481-4e5c-9391-f54000248a2f.html
https://www.state.gov/u-s-delegation-to-the-77th-27th-extraordinary-session-of-the-world-intellectual-property-organization-wipo-coordination-committee-march-4-5-2020-geneva-switzerland/#.Xl9RHYrcWEU.twitter
https://www.ft.com/content/71364d76-5d8c-11ea-b0ab-339c2307bcd4?emailId=5e60de2596266f0004df00f0&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/71364d76-5d8c-11ea-b0ab-339c2307bcd4?emailId=5e60de2596266f0004df00f0&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.washingtonpost.com/world/europe/russias-putin-and-turkeys-erdogan-head-for-talks-with-major-syria-rift-between-them/2020/03/03/15c112bc-5d66-11ea-ac50-18701e14e06d_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.washingtonpost.com/world/europe/russias-putin-and-turkeys-erdogan-head-for-talks-with-major-syria-rift-between-them/2020/03/03/15c112bc-5d66-11ea-ac50-18701e14e06d_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
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stream toward its borders with Europe, raising the potential for a political crisis during the 

COVID-19 outbreak. 

 

Afghanistan:  The U.S. launched airstrikes against Taliban positions after the latter continued to 

attack Afghan army positions.  Although we expect the NATO troop withdrawal to continue, the 

lack of stability does show that Afghanistan is likely to spiral into civil conflict as we leave.   

 

Odds and ends:  Uber (UBER, 34.53) lost a case in France; French courts ruled that its workers 

were employees.  If the ruling stands and becomes the new standard, the whole “gig” business 

model will become much less attractive.  A new study by the Economic Policy Institute confirms 

our suspicions about last year’s stronger wage growth for non-supervisory workers—it was all 

about state and local minimum wage increases, and not due to tightening labor supply.  The U.S. 

has finalized rules that will require the largest banks to further increase their capital buffers.   

 

U.S. Economic Releases 
 

The Challenger job cut announcements fell 26.3% from the prior year.  The number reflects the 

amount of anticipated job cuts by firms as opposed to actual layoffs. 

 

Non-farm productivity rose at an annual rate of 1.2% from the prior quarter compared to 

expectations of a rise of 1.3%.  Additionally, unit labor costs rose at an annual rate of 0.9% from 

the prior quarter compared to expectations of a rise of 1.4%. 
 

 
 

The chart above shows the annual change in non-farm productivity, which rose 1.8% from the 

prior year. 

 

Initial jobless claims came in above forecast at 216k compared to expecations of 215k.  
 

https://www.washingtonpost.com/world/europe/greece-turkey-border-migrants/2020/03/04/448ed2d6-5e2a-11ea-ac50-18701e14e06d_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.washingtonpost.com/world/asia_pacific/us-targets-taliban-with-airstrike-days-after-peace-deal/2020/03/04/6cfa775e-5e0a-11ea-ac50-18701e14e06d_story.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.wsj.com/articles/france-uber-ruling-puts-gig-workers-rights-in-focus-11583353513?shareToken=st02f928b043ad483db3028dcc856c81a9
https://www.wsj.com/articles/france-uber-ruling-puts-gig-workers-rights-in-focus-11583353513?shareToken=st02f928b043ad483db3028dcc856c81a9
https://www.epi.org/blog/low-wage-workers-saw-the-biggest-wage-growth-in-states-that-increased-minimum-wage-2018-2019/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.ft.com/content/cb0fcc9e-5e60-11ea-b0ab-339c2307bcd4?emailId=5e6073a996266f0004defa05&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
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The chart above shows the four-week moving average of initial jobless claims.  The four-week 

moving average rose from 209.75k to 213.00k.  The relatively tame initial employment claims 

number shows that the outbreak of the coronavirus has not had an impact on the labor market.  

At this point, we suspect firms are “hoarding” labor, fearful that once laid off the workers won’t 

be available.  If we are correct, earnings are at risk.   

 

The table below shows the economic releases and Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 Bloomberg Consumer Comfort w/w 1-Mar 63.5

10:00 Factory Orders m/m Jan -0.1% 1.8% **

10:00 Factory Orders ex Trans m/m Jan 0.6% **

10:00 Durable Goods Orders m/m Jan -0.2% -0.2% **

10:00 Durable Goods Orders ex Transportation m/m Jan 0.9% **

10:00 Cap Goods Orders Nondef Ex Air m/m Jan 1.1% **

10:00 Cap Goods Ship Nondef Ex Air m/m Jan 1.1% **

Speaker or event

18:30 Robert Kaplan Speaks at Chicago Event President of the Federal Reserve Bank of Dallas

20:00 Neel Kashkari Speaks at University of Minnesota President of Federal Reserve Bank of Minneapolis

20:45 John Williams Speaks at Foreign Policy Association Dinner President of the Federal Reserve Bank of New York

Fed Speakers or Events

Economic Releases

District or position

 
 

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.  
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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

China Japan buying foreign bonds w/w 28-Feb -¥489.7 Bil ¥658.7 Bil * Equity and bond neutral

Japan buying foreign stocks w/w 28-Feb ¥200.3 Bil -¥279.4 Bil * Equity and bond neutral

Foreign buying Japan bonds w/w 28-Feb ¥523.4 Bil ¥397.4 Bil * Equity and bond neutral

Foreign buying Japan stocks w/w 28-Feb -¥745.0 Bil -¥68.6 Bil * Equity and bond neutral

Australia Trade Balance m/m Jan A$5.210 Bil A$5.223 Bil A$4.800 Bil ** Equity bullish, bond bearish

EUROPE

Germany Markit Germany Construction PMI m/m Feb 55.8 54.9 ** Equity bullish, bond bearish

UK New Car Registrations y/y Feb -2.9% -7.3% ** Equity bearish, bond bearish

Russia Light Vehicle Car Sales y/y Feb -2.2% 1.8% 2.2% * Equity bearish, bond bearish

AMERICAS

Canada Labor Productivity q/q 4Q -0.1% 0.2% 0.2% ** Equity bearish, bond bearish

Mexico Consumer Confidence m/m Feb 43.9 44.2 43.2 *** Equity and bond neutral

Brazil GDP y/y 4Q 1.7% 1.2% 1.6% *** Equity and bond neutral

Markit Brazil PMI Composite m/m Feb 50.9 52.2 ** Equity and bond neutral

Markit Brazil PMI Services m/m Feb 50.4 52.7 ** Equity and bond neutral

 PMI Manufacturing m/m Jan 5.4% 4.8% ** 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) 131 125 6 Up

3-mo T-bill yield (bps) 68 71 -3 Neutral

TED spread (bps) 64 55 9 Neutral

U.S. Libor/OIS spread (bps) 73 79 -6 Up

10-yr T-note (%) 0.98 1.05 -0.07 Neutral

Euribor/OIS spread (bps) -47 -46 -1 Neutral

EUR/USD 3-mo swap (bps) 13 17 -4 Down

Currencies Direction

dollar Down Neutral

euro Up Down

yen Up Down

pound Up Down

franc Up Down

Central Bank Action Current Prior Expected

Bank of Canada Rate Decision 1.250% 1.750% 1.500% Below 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. 
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Price Prior Change Explanation

Brent $50.98 $51.13 -0.29%

WTI $46.65 $46.78 -0.28%

Natural Gas $1.84 $1.83 0.55%

Crack Spread $17.86 $18.33 -2.59%

12-mo strip crack $14.02 $14.45 -2.97%

Ethanol rack $1.42 $1.43 -0.19%

Gold $1,646.49 $1,636.93 0.58%

Silver $17.20 $17.22 -0.11%

Copper contract $258.45 $258.60 -0.06%

Corn contract 381.25$       385.00$       -0.97%

Wheat contract 518.25$       518.25$       0.00%

Soybeans contract 905.75$       907.25$       -0.17%

Baltic Dry Freight 562 549 13

Actual Expected Difference

Crude (mb) 0.8 3.0 -2.2

Gasoline (mb) -4.3 -2.0 -2.3

Distillates (mb) -4.0 -1.5 -2.5

Refinery run rates (%) -1.00% -0.40% -0.60%

Natural gas (bcf) -111.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer-than-normal temperatures 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 Rocky Mountain region.
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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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Sources:  ICE, CIM  
 

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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U.S. Equity Markets – (as of 3/4/2020 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 3/4/2020 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 

 

March 5, 2020 
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P/E as of 3/4/2020 = 20.6x

 
 

Based on our methodology,2 the current P/E is 20.6x, up 0.2x from last week.  The rise in the 

multiple is due to adjusting Q4 for Standard and Poor’s earnings and away from estimates from 

Thomson/Reuters. 

 

 
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. 

 

                                                
2 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 three actual quarters (Q2, Q3 and Q4) and one estimate (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. 


