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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 3, 2021—9:30 AM EST] Global equity markets are higher this morning.  The 

EuroStoxx 50 is up 0.5% from its last close.  In Asia, the MSCI Asia Apex 50 is up 0.1% from 

the prior close.  Chinese markets were also higher, with the Shanghai Composite up 2.0% from 

the prior close and the Shenzhen Composite up 1.3%.  U.S. equity index futures are signaling a 

higher open.  With 479 companies having reported, the S&P 500 Q4 earnings stand at $43.20, 

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

2019 earnings.  Thus far this quarter, 79.1% of the companies have reported earnings above 

forecast, while 16.9% have reported earnings below forecast.   

 

We have published our latest Weekly Geopolitical Report, which is Part I of a two-part series on 

the Western Sahara.  We also have several other recent multimedia offerings.  There is a new 

chart book recapping the recent changes we made to our Asset Allocation portfolios.  Here is the 

latest Confluence of Ideas podcast.  A new Asset Allocation Weekly, chart book, and podcast are 

also available.  The Weekly Energy Update is available.  You can find all this research and more 

on our website. 

 

We open today’s Comment with the latest reassuring statements from policymakers at the 

Federal Reserve, who continue to stress that U.S. monetary policy won’t be tightened anytime 

soon.  In overseas news, we are noticing more evidence of pushback against right-wing 

populism, especially in Europe.  Finally, we cover the latest developments in the coronavirus 

pandemic. 

 

U.S. Bond Market:  In a video speech yesterday, Fed Governor Brainard said the recent spike in 

longer-term bond yields caught her eye, but she didn’t see the kinds of disorderly movements or 

persistently tightening financial conditions that would require intervention.  Rather, she 

emphasized that even though the rollout of vaccines is likely to end the coronavirus pandemic 

and spur fast economic growth this year, the economy will remain far from the point where the 

Fed would start tightening policy. 

• Separately, San Francisco FRB Chief Daly, who has a vote on the rate-setting Federal 

Open Market Committee this year, was similarly unworried by the rise in yields.  

Echoing other Fed officials, she said the rise in yields is “a sign investors think the future 

is a little brighter than they thought,” and “in many ways, it’s a good piece of news.” 

• Daly said monetary policy is “in a very good space” right now, and she didn’t see a need 

to push back against the bond market, although she noted the Fed retains the ability to 

push down long-term yields if it chooses to do so. 

 

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/weekly-geopolitical-report-the-western-sahara-part-i-march-1-2021/
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/asset-allocation-weekly-february-26-2021/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Feb_25_2021.pdf
https://www.confluenceinvestment.com/research-news/
https://www.wsj.com/articles/fed-s-brainard-economy-remains-far-from-achieving-fed-job-inflation-goals-11614708361?mod=markets_featst_pos3
https://www.wsj.com/articles/fed-s-brainard-economy-remains-far-from-achieving-fed-job-inflation-goals-11614708361?mod=markets_featst_pos3
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• Along with other recent statements by Fed officials, the comments by Brainard and Daly 

show monetary policymakers are still committed to keeping policy loose, even as the 

Biden administration pushes for $1.9 trillion in new fiscal relief and pandemic 

restrictions on economic activity are already being loosened.  In other words, the key 

equity drivers remain in place for the time being, which should be positive for stocks in 

the near term. 

• All the same, there are still lingering concerns about liquidity conditions in the Treasury 

market, especially after weak demand at an auction of seven-year obligations last week 

forced primary dealers to pick up almost 40% of the sale.  That marked their highest 

share in seven years.  On top of that, a lot of the trading last week was consistent with 

some entity or entities rushing to raise cash, suggesting some stress in the system, with 

the non-bank sector being a key potential culprit.  Even though the debt markets have 

calmed considerably this week, we continue to watch developments closely. 

 

U.S. Politics:  The White House announced it has withdrawn Neera Tanden’s nomination to lead 

the Office of Management and Budget amid opposition from Senate Republicans and a key 

Democrat.  The withdrawal marks the first failed confirmation push for one of President Biden’s 

cabinet picks. 

• Shalanda Young, a longtime congressional staffer and Biden’s choice for deputy director 

of the budget office, is now seen as a leading contender to lead the OMB. 

• During a confirmation hearing for her deputy director nomination on Tuesday, senators 

from both parties signaled they would support Ms. Young. 

 

Germany:  Responding to an in-depth study by lawyers and experts on extremism, the country’s 

domestic intelligence agency has reportedly decided to designate the Alternative for Germany 

(AfD) as a suspected extreme right-wing organization and will start formally spying on the party.  

The news could severely undermine the AfD’s chances in September’s Bundestag elections by 

damaging its credibility with conservative voters, especially civil servants fearful of the career 

implications of supporting a party seen by the authorities as disloyal to the German state.  The 

move would also be a sign that traditional establishment policymakers are becoming more 

confident about pushing back against right-wing populism. 

• The AfD is the largest opposition party in the Bundestag and is now represented in all of 

Germany’s 16 regional parliaments. 

• However, its poll ratings have sunk in recent months as the coronavirus pandemic boosts 

the standing of government parties. 

 

Hungary-European Union:  Hungary’s right-wing populist Fidesz Party said it would withdraw 

from the European Parliament’s grouping of center-right parties known as the European People’s 

Party.  In more evidence of the pushback against Europe’s right-wing populism, the EPP has 

been pushing back against Hungary’s extreme policies and leader Viktor Orban’s aim to 

establish an “illiberal democracy” in the country.  The withdrawal by Fidesz follows an EPP 

decision, allowing the grouping to suspend a member party en masse. 

 

https://www.ft.com/content/1deec2b3-59d4-4f90-b752-fefd2a88b5b2
https://www.ft.com/content/1deec2b3-59d4-4f90-b752-fefd2a88b5b2
https://www.wsj.com/articles/neera-tandens-nomination-as-budget-office-head-to-be-withdrawn-11614729559?mod=hp_lead_pos3
https://www.wsj.com/articles/neera-tandens-nomination-as-budget-office-head-to-be-withdrawn-11614729559?mod=hp_lead_pos3
https://www.ft.com/content/bcb90ace-22f4-47fa-a4f0-aca2c5756178
https://www.ft.com/content/bcb90ace-22f4-47fa-a4f0-aca2c5756178
https://www.ft.com/content/d1a42e16-d761-48f0-8cfb-69c4eec3d494
https://www.ft.com/content/d1a42e16-d761-48f0-8cfb-69c4eec3d494
https://www.ft.com/content/d1a42e16-d761-48f0-8cfb-69c4eec3d494
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United States-Saudi Arabia:  Prince Khalid bin Bandar, Saudi Arabia’s ambassador to London, 

told the Financial Times that the release of a U.S. intelligence report asserting that Crown Prince 

Mohammed bin Salman authorized the capture or killing of Saudi journalist Jamal Khashoggi 

was “an internal issue for the United States” and wouldn’t damage the relationship between the 

two countries.  

 

United States-Iraq-Iran:  Just a week after the U.S. launched retaliatory airstrikes against 

Iranian-backed Iraqi militias in Syria, ten rockets struck a military base used by U.S. troops in 

Iraq’s Anbar province.  No injuries have been reported from the attack, and no group has claimed 

responsibility.  However, it continues to point to rising tensions in the region as Iran tests the 

new U.S. administration’s resolve and tries to force it into easing sanctions against it.  

 

COVID-19:  Official data show confirmed cases have risen to 114,871,514 worldwide, with 

2,551,338 deaths.  In the United States, confirmed cases rose to 28,719,860, with 516,616 deaths.  

Vaccine doses delivered in the U.S. now total 102,353,940, while the number of people who 

have received at least their first shot totals 51,755,447.  Finally, here is the interactive chart from 

the Financial Times that allows one to compare cases and deaths among countries, scaled by 

population.   

 

Virology 

• Newly confirmed U.S infections fell to approximately 53,000 yesterday, well below the 

seven-day moving average of 67,760 and the 14-day moving average of 69,021.  

Hospitalizations related to the virus also remain far below the critical levels reached in 

early January.  However, daily reported deaths have been climbing and reached more 

than 1,800 yesterday.  That may reflect some state and local governments catching up on 

a backlog of previously unreported deaths, but officials are watching closely to see if 

something else might be going on. 

• Announcing a partnership in which Merck (MRK, 72.85) will help produce the newly 

approved vaccine from Johnson & Johnson (JNJ, 159.02), President Biden said the U.S. 

will have enough doses for every adult in the country by the end of May, two months 

earlier than previously anticipated. 

o In addition, the president called on states to give vaccine priority to teachers, 

school staff, and child-care workers in order to help get schools back to in-person 

teaching. 

o He also said the federal pharmacy program would give priority to teachers and set 

a goal for each educator to get at least one dose of the vaccine by the end of 

March. 

• The U.S. is reportedly working with Japan, India, and Australia to develop a plan to 

distribute vaccines to countries in Asia as part of a broader strategy to counter China’s 

influence in the region.  Besides raising hopes for reduced infections in Asia, the plan 

underlines the Biden administration’s focus on reinvigorating U.S. alliances. 

• In Cuba, the government is starting final-stage clinical trials on two indigenously 

developed vaccine candidates. 

https://www.ft.com/content/2e73d33c-bd11-4941-8d2a-71cf699230ff
https://www.ft.com/content/2e73d33c-bd11-4941-8d2a-71cf699230ff
https://www.wsj.com/articles/rockets-hit-iraq-base-hosting-u-s-troops-11614768729?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/rockets-hit-iraq-base-hosting-u-s-troops-11614768729?mod=lead_feature_below_a_pos1
https://www.nytimes.com/live/2021/03/03/world/covid-19-coronavirus
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
https://www.wsj.com/livecoverage/covid-2021-03-03
https://www.wsj.com/articles/biden-to-announce-merck-will-help-make-johnson-johnson-vaccine-11614693084?mod=hp_lead_pos1
https://www.wsj.com/articles/biden-to-announce-merck-will-help-make-johnson-johnson-vaccine-11614693084?mod=hp_lead_pos1
https://www.ft.com/content/1dc04520-c2fb-4859-9821-c405f51f8586
https://www.ft.com/content/1dc04520-c2fb-4859-9821-c405f51f8586
https://www.ft.com/content/dc3b276b-2d09-4e82-b16d-451fbe8bf1e9
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• The government has been rolling out vaccines aggressively in the U.K. and has already 

inoculated millions of people.  The evidence so far suggests the vaccines have few 

serious side effects in the real world. 

o According to a study by the U.K. Medicines and Healthcare Regulatory 

Authority, the “overwhelming majority” of adverse events were experienced 

shortly after the injection and were not associated with a “more serious or lasting 

illness.” 

o When side effects did show up, they were generally limited to sore arms, 

headaches, chills, fatigue, nausea, fever, dizziness, weakness, aching muscles, and 

rapid heartbeat, similar to the flu. 

• Texas is the largest state so far to announce it is dropping its mask-wearing mandate.  

Governor Abbott said the mandate would end on March 10, even though infection rates 

remain relatively high, and the state has one of the lowest rates of vaccinations in the 

country. 

• In Japan, Prime Minister Suga announced that rebounding infections would require a 

two-week extension to the pandemic state of emergency and shutdowns in the greater 

Tokyo area.  The state of emergency was scheduled to end on Sunday. 

• Despite the success in rolling out vaccines in many countries, the delayed lifting of 

Tokyo’s emergency, and the likelihood that the world will still be far from herd immunity 

this summer, have organizers of the Tokyo Olympic Games contemplating the possibility 

of banning overseas spectators from the event. 

• Although there is good news on vaccines and economic reopening in the U.S., scientists 

continue to worry about the rise of new, more transmissible mutations of the virus.  

Researchers and doctors are especially worried about the new, more aggressive strain 

from the Amazon area of Brazil.  They believe this strain is responsible for a recent rise 

in deaths, as well as infections in younger people, in parts of South America. 

 

Economic and Financial Market Impacts 

• With so many people stuck without childcare because of the pandemic, a whopping 98% 

of employers now plan to expand their benefits, according to a survey of H.R. 

departments by Care.com.  About 66% are adding flexibility to help parents and other 

caretakers, and 63% are adding childcare benefits. 

 

U.S. Policy Response 

• President Biden held a strategy meeting with Senate Democrats yesterday to refine their 

approach to pushing Biden’s $1.9 trillion pandemic relief bill through the chamber.  

Biden urged the lawmakers to pass the legislation quickly, but various Democratic 

factions continue to adjust a range of provisions in the bill. 

 

 

 

https://www.ft.com/content/68a26565-6de1-44db-8569-50b64b20385a
https://www.ft.com/content/68a26565-6de1-44db-8569-50b64b20385a
https://www.wsj.com/articles/texas-governor-lifts-mask-mandate-business-restrictions-11614719502?mod=hp_lead_pos2
https://www.japantimes.co.jp/news/2021/03/03/national/tokyo-area-emergency-extension/
https://www.japantimes.co.jp/news/2021/03/03/national/tokyo-area-emergency-extension/
https://www.japantimes.co.jp/news/2021/03/03/national/tokyo-area-emergency-extension/
https://www.japantimes.co.jp/news/2021/03/03/national/olympics-spectators-meeting/
https://www.japantimes.co.jp/news/2021/03/03/national/olympics-spectators-meeting/
https://www.wsj.com/articles/south-africa-coronavirus-variant-infects-two-new-york-city-residents-11614724338
https://www.wsj.com/articles/covid-19-variant-in-brazil-overwhelms-local-hospitals-hits-younger-patients-11614705337
https://www.wsj.com/articles/covid-19-variant-in-brazil-overwhelms-local-hospitals-hits-younger-patients-11614705337
https://www.axios.com/future-workplace-benefits-a06d7672-8068-49c2-b69b-efa8e1d5fcbf.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/senate-democrats-iron-out-details-on-covid-19-aid-package-11614709186
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U.S. Economic Releases  

For the week ending February 26, mortgage applications rose 0.5% from the prior week.  

Applications for home purchases and refinances rose 1.8% and 0.1%, respectively.  The average 

30-year fixed-rate rose 15 bps from 3.08% to 3.23%. 

 

Private payrolls expanded less than expected, according to human resource management firm 

ADP (ADP, $174.94).  The report showed that 117K jobs were created in February, below 

expectations of 205K.  The previous report was revised upward from 174K to 195K. 

 

 
 

The chart above shows the annual change in private payrolls according to the ADP payroll report 

and BLS establishment survey.  Private payrolls are down 6% from last year. 

 

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 Services PMI m/m Feb 58.9 58.9 ***

9:45 Markit US Composite PMI m/m Feb 58.8 **

10:00 ISM Services Index m/m Feb 58.7 58.7 ***

EST Speaker or event

10:00 Patrick Harker Discusses Economic Outlook President of the Federal Reserve Bank of Philadelphia

12:00 Raphael Bostic Discusses Educational Inequality President of the Federal Reserve Bank of Atlanta

13:00 Charles Evans Speaks at Economic Forecast Event

14:00 U.S. Federal Reserve Releases Beige Book

District or position

Economic Releases

Fed Speakers or Events

Members of the Board of Governors

President of the Federal Reserve Bank of Chicago
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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

China Caixin China PMI Composite m/m Feb 51.7 52.2 *** Equity and bond neutral

Caixin China PMI Services m/m Feb 51.5 52 51.5 *** Equity and bond neutral

Japan Jibun Bank Japan PMI Services m/m Feb 46.3 45.8 ** Equity and bond neutral

Jibun Bank Japan PMI Composite m/m Feb 48.2 47.6 ** Equity and bond neutral

India Markit India PMI Services m/m Feb 55.3 52.8 ** Equity bullish, bond bearish

Markit India PMI Composite m/m Feb 57.3 55.8 ** Equity bullish, bond bearish

Australia AiG Perf of Construction Index m/m Feb 57.4 57.6 ** Equity and bond neutral

Markit Australia PMI Services m/m Feb 53.4 54.1 ** Equity and bond neutral

Markit Australia PMI Composite m/m Feb 53.7 54.4 ** Equity and bond neutral

GDP SA q/q 4Q 3.1% 3.3% 2.5% *** Equity bullish, bond bearish

New Zealand CoreLogic House Prices y/y Feb 14.5% 12.8% ** Equity and bond neutral

Building Permits m/m Jan 2.1% 4.9% ** Equity and bond neutral

ANZ Commodity Price m/m Feb 3.3% 3.6% ** Equity and bond neutral

EUROPE

Eurozone Markit Eurozone Services PMI m/m Feb 45.7 44.7 44.7 ** Equity and bond neutral

Markit Eurozone Composite PMI m/m Feb 48.8 48.1 48.1 ** Equity and bond neutral

PPI y/y Jan 0.0% -1.1% 0.1% ** Equity and bond neutral

France Budget Balance YTD m/m Jan -21.9b -178.1b ** Equity and bond neutral

Markit France Services PMI m/m Feb 45.6 43.6 43.6 ** Equity and bond neutral

Markit France Composite PMI m/m Feb 47.0 45.2 45.2 ** Equity and bond neutral

Germany Markit Germany Services PMI m/m Feb 45.7 45.9 45.9 ** Equity and bond neutral

Markit/BME Germany Composite PMI m/m Feb 51.1 51.3 51.3 ** Equity and bond neutral

Italy Markit Italy Services PMI m/m Feb 48.8 44.7 45.7 ** Equity and bond neutral

Markit Italy Composite PMI m/m Feb 51.4 47.2 49.2 ** Equity bullish, bond bearish

GDP WDA q/q 4Q -1.9% -2.0% -2.0% *** Equity and bond neutral

Switzerland CPI y/y Feb -0.5% -0.5% -0.3% *** Equity bearish, bond bullish

CPI EU Harmonized y/y Feb -0.4% -0.6% *** Equity and bond neutral

CPI Core y/y Feb -0.3% 0.0% 0.0% *** Equity bearish, bond bullish

Russia Markit Russia PMI Services m/m Feb 52.2 52.7 52.8 ** Equity and bond neutral

Markit Russia PMI Composite m/m Feb 52.6 52.3 ** Equity and bond neutral

AMERICAS

Brazil PPI Manufacturing y/y Jan 21.5% 18.2% ** Equity bearish, bond bullish

Vehicle Sales Fenabrave m/m Feb 167384.0 171153.0 ** Equity and bond neutral

Canada Quarterly GDP Annualized q/q 4Q 9.6% 40.5% 7.3% ** Equity and bond neutral

Mexico International Reserves Weekly w/w 26-Feb $195270m $195610m ** Equity and bond neutral

Budget Balance YTD m/m Jan -8.0b -674.2b ** 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) 18 19 -1 Up

3-mo T-bill yield (bps) 3 4 -1 Neutral

TED spread (bps) 16 15 1 Up

U.S. Libor/OIS spread (bps) 8 8 0 Up

10-yr T-note (%) 1.44 1.39 0.05 Neutral

Euribor/OIS spread (bps) -54 -53 -1 Neutral

EUR/USD 3-mo swap (bps) 4 6 -2 Down

Currencies Direction

dollar Flat Down

euro Down Up

yen Down Up

pound Up Up

franc Down 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. 
 

Price Prior Change Explanation

Brent $64.07 $62.70 2.19% Supply Pessimism

WTI $60.99 $59.75 2.08%

Natural Gas $2.86 $2.84 0.77%

Crack Spread $19.72 $19.71 0.05%

12-mo strip crack $17.14 $17.09 0.28%

Ethanol rack $1.88 $1.87 0.19%

Gold $1,725.51 $1,738.36 -0.74%

Silver $26.59 $26.76 -0.65%

Copper contract $418.30 $422.20 -0.92%

Corn contract 539.75$       545.00$       -0.96%

Wheat contract 660.50$       666.25$       -0.86%

Soybeans contract 1,411.75$    1,412.50$   -0.05%

Baltic Dry Freight 1673 1651 22

Actual Expected Difference

Crude (mb) -1.3

Gasoline (mb) -1.8

Distillates (mb) -3.8

Refinery run rates (%) 4.00%

Natural gas (bcf) -148.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer than normal temperatures over the 

entire eastern two-thirds of the country, but especially in the Upper Midwest.  Temperatures are 

expected to be lower than normal in the Pacific region.  The forecast calls for wetter than normal 

conditions for most of the country, with dry conditions throughout the East Coast and Southeast 

region. 
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Data Section 
 

U.S. Equity Markets – (as of 3/2/2021 close) 

 

  
-20.0% 0.0% 20.0% 40.0%

Consumer Staples
Utilities

Healthcare
Consumer Discretionary

Technology
Real Estate

S&P 500
Materials

Industrials
Communication Services

Financials
Energy

YTD Total Return

-2.0% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0%

Technology

Consumer Discretionary

Real Estate

S&P 500

Communication Services

Energy

Financials

Utilities

Industrials

Healthcare

Consumer Staples

Materials

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 3/2/2021 close) 

 

-5.0% 0.0% 5.0% 10.0% 15.0%

US Corporate Bond

US Government Bond

Cash

US High Yield

Real Estate

Foreign Developed ($)

Large Cap

Foreign Developed (local currency)

Emerging Markets ($)

Emerging Markets (local currency)

Commodities

Mid Cap

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 

 

February 26, 2021 
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P/E as of 2/25/2021 = 26.1x

 
 

Based on our methodology,1 the current P/E is 26.1x, 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). 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. 


