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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: May 14, 2021—9:30 AM EDT] Global equity markets are higher this morning.  In 

Europe, the EuroStoxx 50 is currently up 0.9% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed up 1.1%.  Chinese markets closed higher, with the Shanghai Composite up 1.8% 

from its prior close and the Shenzhen Composite also up 1.8%.  U.S. equity index futures are 

signaling a higher open.  With 457 companies having reported, the S&P 500 Q1 2021 earnings 

stand at $48.40, higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% 

increase from Q1 2020 earnings.  Thus far this quarter, 86.8% of the companies have reported 

earnings above forecast, while 11.4% 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 (5/10/2021): The Geopolitics of Taiwan: Part II 

• Weekly Energy Update (5/13/2021)  

• Asset Allocation Weekly (with associated podcast and chart book) (5/14/2021)  

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

 

Good morning, all! U.S. equities are expected to open higher this morning following reports that 

the Fed will likely not be withdrawing monetary support anytime soon despite the Consumer 

Price Index rising faster than expected in April. Today’s report starts off with a brief update on 

the Colonial Pipeline cyberattack. International news follows, with details about elections in 

Northern Ireland and Venezuela, a new conflict between Armenia and Azerbaijan, and escalation 

in the Israel-Palestine conflict. Economics and policy news are up next, including the debt 

ceiling talks, a possible end to the gasoline shortage, and the impact the semiconductor shortage 

will have on the auto industry. China news follows, and we close with our pandemic coverage. 

 

Colonial Pipeline update: It was revealed on Thursday that Colonial Pipeline Company paid 

nearly $5 million to hackers last week to regain access to its computer network. The ransom was 

paid in “difficult-to-trace cryptocurrency” in exchange for a decrypting tool to help the company 

restore access to its computer system. So far, it isn’t clear who is responsible for the attack but 

President Biden has stated there is a “strong reason” to believe the attack was based in Russia, 

although he does not suspect that the Russian government was involved. The cyberattack on the 

pipeline exposes the vulnerabilities in U.S. infrastructure to attacks by opportunistic hackers and 

U.S. enemies. In addition, the ransom payment highlights the growing importance of semi-

anonymous cryptocurrencies in facilitating criminal activity.  

 

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/research-news/
https://www.confluenceinvestment.com/category/weekly-geopolitical-report/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_may_13_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_May_7_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.bloomberg.com/news/articles/2021-05-13/colonial-pipeline-paid-hackers-nearly-5-million-in-ransom
https://www.ft.com/content/9e688bc8-b238-4755-a02a-b1523eee80a8
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International news: Northern Ireland chooses a new leader, Olympic athletes are finding it 

difficult to find accommodations in Japan, and violence in the Gaza Strip. 

● Northern Ireland’s Democratic Unionist Party will pick its new leader on Friday. 

Agricultural minister Edwin Poots is expected to win but he faces stiff competition with 

Jeffrey Donaldson who represents the DUP in the U.K. parliament. 

● The rise in COVID-19 cases may put the summer Olympics in jeopardy as hosting camps 

are refusing to accommodate athletes. On Thursday, Japan unexpectedly added three 

more prefectures under state of emergency. 

● Armenia’s defense ministry complained that Azerbaijan has infringed on its territorial 

sovereignty. This could pave the way for more fighting between the two countries. 

● Venezuela is preparing to hold regional and local elections on November 21. 

Parliamentary and presidential elections have not been announced. 

● Violence in the Gaza Strip escalated on Friday as Israeli ground forces fired artillery into 

the area. Appeals for de-escalation have gone unheeded. Furthermore, the prospect of a 

possible Israeli invasion of the Gaza Strip is becoming more likely.  

 

Economics and policy: Colonial Pipeline is fully operational, Senate Democrats are considering 

alternatives to raising corporate and wealth taxes, and the semiconductor shortage is expected to 

have a more severe impact on the auto industry in the second quarter. 

● The states that have suffered the most during the gasoline shortage will find some relief 

starting this weekend. The largest pipeline in the country is expected to resume 

operations over the weekend after a ransomware attack forced the pipeline to shut its 

operations late last week. 

○ That being said, a lack of tanker trucks could prolong the shortage as there aren’t 

enough trucks to transport fuel to gas stations. 

● Some Senate Democrats have expressed an openness to increase user fees such as gas 

taxes and raising money from electric car drivers as a way to pay for the infrastructure 

bill. The push for user fees is seen as an alternative to raising taxes on corporations and 

the wealthy to pay for the additional infrastructure spending. 

● The semiconductor shortage is expected to cost automakers $110 million in lost revenue 

and 3.9 million cars in lost production. The industry does not expect to see signs of a 

recovery until the end of the year, and some automotive companies have warned that the 

second quarter could be worse than the first.  

● Senate Democrats are disinclined to work with their Republican counterparts in the 

Senate to negotiate a new debt ceiling agreement. With the majority, Democrats have the 

ability to increase the debt ceiling without negotiating. 

● Federal Reserve Governor Christopher Waller stated that the Fed will need to see several 

months of data before deciding whether to scale back monetary easing. St. Louis Fed 

President James Bullard shared a similar sentiment on Wednesday. 

 

 

 

 

https://www.bloomberg.com/news/articles/2021-05-13/brexit-dominates-as-northern-ireland-s-dup-picks-new-leader?srnd=premium&sref=uIvt3NFS
https://www.ft.com/content/15b61721-5d39-4517-8768-ce674abb9401
https://www.ft.com/content/15b61721-5d39-4517-8768-ce674abb9401
https://www.japantimes.co.jp/news/2021/01/13/national/state-emergency-expanded-seven-prefectures/
https://www.japantimes.co.jp/news/2021/01/13/national/state-emergency-expanded-seven-prefectures/
https://www.reuters.com/breakingviews/armenia-accuses-azerbaijan-violating-its-territorial-integrity-2021-05-13/
https://www.reuters.com/breakingviews/armenia-accuses-azerbaijan-violating-its-territorial-integrity-2021-05-13/
https://www.reuters.com/world/americas/venezuela-sets-date-regional-elections-opposition-weighs-participation-2021-05-13/
https://www.bloomberg.com/news/articles/2021-05-13/israel-says-air-ground-troops-attacking-in-gaza-strip
https://www.bloomberg.com/news/articles/2021-05-13/israel-says-air-ground-troops-attacking-in-gaza-strip
https://www.bloomberg.com/news/articles/2021-05-13/states-hardest-hit-by-gasoline-lines-to-feel-relief-by-weekend?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-13/states-hardest-hit-by-gasoline-lines-to-feel-relief-by-weekend?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-13/gasoline-pinch-may-grind-on-for-week-or-more-amid-truck-shortage?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-13/gasoline-pinch-may-grind-on-for-week-or-more-amid-truck-shortage?srnd=premium&sref=uIvt3NFS
https://www.axios.com/democrats-user-fees-infrastructure-deal-a3462dab-2106-420c-8077-73bef591e55e.html
https://www.axios.com/democrats-user-fees-infrastructure-deal-a3462dab-2106-420c-8077-73bef591e55e.html
https://www.bloomberg.com/news/articles/2021-05-14/automotive-chip-shortage-cost-estimate-surges-to-110-billion?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-14/automotive-chip-shortage-cost-estimate-surges-to-110-billion?srnd=premium&sref=uIvt3NFS
https://www.politico.com/news/2021/05/14/doesnt-matter-democrats-reject-gops-debt-limit-demands-488255
https://www.politico.com/news/2021/05/14/doesnt-matter-democrats-reject-gops-debt-limit-demands-488255
https://www.wsj.com/articles/feds-waller-says-inflation-jump-likely-temporary-urges-patience-11620925660?mod=article_inline
https://www.wsj.com/articles/feds-waller-says-inflation-jump-likely-temporary-urges-patience-11620925660?mod=article_inline
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China:  Defaults for Chinese companies are rising, and China will start taxing dirty fuel. 

● Mosques appear to have “disappeared” in Xinjiang as China seeks to contain separatist 

elements within the Uighur-dominated province. Beijing has denied taking actions to halt 

the practice of Islam within the country, but reporters have seen evidence to the contrary. 

● Defaults on U.S. dollar-denominated debt by Chinese companies continue to put stress on 

China’s financial system. Last year, Chinese companies defaulted on $7.3 billion of 

offshore dollar debt and $22.7 billion worth of renminbi-denominated debt. This year, 

companies have defaulted on $3.3 billion of dollar debt. The growing debt burden puts 

pressure on Beijing to bail out these companies. 

● China will start taxing the dirt fuel that it imports in order to curb pollution. 

 

COVID-19:  The number of reported cases is 161,206,768 with 3,345,317 fatalities.  In the U.S., 

there are 32,852,998 confirmed cases with 584,487 deaths.  For illustration purposes, the FT has 

created an interactive chart that allows one to compare cases across nations using similar scaling 

metrics.  The FT has also issued an economic tracker that looks across countries with high-

frequency data on various factors.  The CDC reports that 337,089,765 doses of the vaccine have 

been distributed with 264,680,844 doses injected.  The number receiving at least one dose is 

153,986,312, while the number of second doses, which would grant the highest level of 

immunity, is 117,647,439.  The FT has a page on global vaccine distribution.  The weekly Axios 

map shows rising cases in about half the country. 
 

Virology 

● The CDC announced on Thursday that anyone who has been fully vaccinated against the 

coronavirus, meaning those who received their last dose at least 14 days ago, can stop 

wearing masks or maintaining social distance in most indoor and outdoor settings. 

● Following the CDC approval of the Pfizer (PFE, $40.24) vaccine for 12- to 15-year-olds, 

mass vaccinations for teenagers began on Thursday.  

● A study published by the JAMA network and the Journal of Obstetrics & Gynecology 

released studies suggesting that Pfizer and Moderna vaccines are safe and effective 

during pregnancy. 

● Several coaching and support staff for the New York Yankees tested positive for 

COVID-19, despite receiving the Johnson & Johnson (JNJ, $169.69) vaccine. Only one 

of the members showed any symptoms associated with the virus. 

○ Comedian Bill Maher also tested positive for COVID-19 after being vaccinated. 

● Cuba has developed its own COVID-19 vaccines and has begun administering shots 

before the vaccines have been given regulatory approval. The Abdala and Soberana II 

shots have been used for residents 60 years and older and for frontline workers. 

● The president's Chief Medical Advisor Anthony Fauci announced that schools should be 

able to open five days a week starting in the fall.  

● Extending the time between Pfizer vaccines from three to 12 weeks may boost the 

antibody response, according to a study released by Birmingham University. The study 

suggests that a longer interval between shots could reduce the need for a subsequent 

booster for the elderly.    

 

https://www.reuters.com/world/china/mosques-disappear-china-strives-build-beautiful-xinjiang-2021-05-13/
https://www.ft.com/content/fa577173-1d7d-4a44-8614-2326835d1969
https://www.ft.com/content/fa577173-1d7d-4a44-8614-2326835d1969
https://www.bloomberg.com/news/articles/2021-05-14/china-to-tax-dirty-oil-flows-from-next-month-citing-pollution?sref=uIvt3NFS
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.axios.com/coronavirus-cases-infections-vaccines-variants-e3e14f79-7fe4-4bbe-a6ca-8ef2c3cd0940.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/coronavirus-cases-infections-vaccines-variants-e3e14f79-7fe4-4bbe-a6ca-8ef2c3cd0940.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/coronavirus-cases-infections-vaccines-variants-e3e14f79-7fe4-4bbe-a6ca-8ef2c3cd0940.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.nytimes.com/2021/05/13/health/cdc-masks-guidance.html
https://www.nytimes.com/2021/05/13/health/cdc-masks-guidance.html
https://www.nytimes.com/2021/05/13/us/covid-vaccine-teens.html
https://www.nytimes.com/live/2021/05/13/world/covid-vaccine-coronavirus-cases/two-early-studies-show-pfizer-and-moderna-vaccines-are-safe-and-effective-during-pregnancy
https://www.nytimes.com/live/2021/05/13/world/covid-vaccine-coronavirus-cases/two-early-studies-show-pfizer-and-moderna-vaccines-are-safe-and-effective-during-pregnancy
https://www.cbssports.com/mlb/news/yankees-dealing-with-covid-19-issues-as-seven-members-of-traveling-party-test-positive/
https://thehill.com/blogs/in-the-know/553490-bill-maher-tests-positive-for-covid-19
https://www.ft.com/content/cb4da14c-f192-4ca0-b762-75d2c4a24859
https://www.ft.com/content/cb4da14c-f192-4ca0-b762-75d2c4a24859
https://thehill.com/policy/healthcare/553494-fauci-says-school-should-be-open-full-blast-five-days-a-week-in-the-fall
https://thehill.com/policy/healthcare/553494-fauci-says-school-should-be-open-full-blast-five-days-a-week-in-the-fall
https://www.ft.com/content/966267e1-fd83-41e8-86a2-ef5ab3497c72
https://www.ft.com/content/966267e1-fd83-41e8-86a2-ef5ab3497c72
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U.S. Economic Releases  

In today’s most important report, April retail sales came in unchanged from the previous month 

(in seasonally adjusted terms).  The flat performance in April was disappointing compared with 

the expected rise of 1.0% and the revised jump of 10.7% in March, but sales last month looked 

even worse after stripping out the volatile automobile category.  April retail sales excluding 

autos fell 0.8% compared with the expected rise of 0.6% and the revised surge of 9.0% in the 

previous month.  All the same, retail activity is still on the mend after the big pandemic declines 

last spring.  Overall retail sales in April were up 51.4% from April 2020, while sales excluding 

autos were up 40.5%.  The chart below shows the year-over-year change in overall retail sales 

since just before the prior recession and how that growth has far exceeded the increase in prices.  

When sales are growing faster than prices, it indicates the actual volume of sales is rising. 

 

 
 

Separately, April import prices rose by a seasonally adjusted 0.7%, slightly beating the 

anticipated increase of 0.6% but still a bit better than the upwardly revised rise of 1.4% in March.  

Excluding the volatile petroleum category, import prices were also up 0.7%, beating expectations 

of a 0.5% rise and almost matching the revised 0.8% increase in March.  Overall import prices in 

April were up 10.6% from the same month one year earlier, while import prices excluding 

petroleum were up 5.3%.  The big increases in the cost of imports will likely feed into market 

concerns over a prolonged rise in inflation, even if there was some consolation in the fact that 

prices for U.S. exports in April were up a healthy 14.4% on the year.  The chart below shows the 

year-over-year change in overall import prices and nonpetroleum import prices since just before 

the previous recession. 
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The table below lists the economic releases and Fed events scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

9:15 Industrial Production m/m Apr 1.0% 1.4% ***

9:15 Industrial Capacity Utilization m/m Apr 75.0% 74.4% **

10:00 U. of Michigan Consumer Sentiment m/m May P 90.0 88.3 ***

10:00 U. of Michigan Current Situation m/m May P 99.8 97.2 **

10:00 U. of Michigan Future Expectations m/m May P 84.5 82.7 **

10:00 U. of Michigan 1 Yr Inflation Expectation m/m May P 3.5% 3.4% *

10:00 U. of Michigan 5-10 Yr Inflation Expectation m/m May P 2.7% *

EST Speaker or event

10:00 Robert Kaplan Takes Part in Moderated Discussion President of the Federal Reserve Bank of Dallas

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

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

ASIA-PACIFIC

Japan Money Stock M2 y/y Apr 9.2% 9.4% 9.4% ** Equity and bond neutral

Money Stock M3 y/y Apr 7.8% 7.9% 7.9% ** Equity and bond neutral

New Zealand BusinessNZ Manufacturing PMI m/m Apr 58.4 63.6 *** Equity bearish, bond bullish

South Korea Import Price Index y/y Apr 15.0% 9.0% * Equity bearish, bond bullish

Export Price Index y/y Apr 10.6% 5.9% * Equity bearish, bond bullish

EUROPE

Italy General Govt Debt m/m Mar 2650.9b 2644.0b * Equity and bond neutral

Russia Budget Balance YTD m/m Apr 205.0b 204.8b -120.0b * Equity bullish, bond bearish

AMERICAS

Canada Manufacturing Sales m/m Mar 3.5% -1.6% 3.3% ** Equity and bond neutral

Wholesale Trade Sales y/y Mar 2.8% -0.7% 1.0% * 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) 15 16 -1 Up

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

TED spread (bps) 15 15 0 Up

U.S. Libor/OIS spread (bps) 7 8 -1 Up

10-yr T-note (%) 1.64 1.66 -0.02 Neutral

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

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

Currencies

dollar Down Down

euro Up Up

yen Up Up

pound Up Up

franc Up Up

Central Bank Action Prior Expected

Mexican Overnight Rate 4.000% 4.000% 4.000% 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. 
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Price Prior Change Explanation

Brent $67.93 $67.05 1.31%

WTI $64.64 $63.82 1.28%

Natural Gas $3.00 $2.97 0.74%

Crack Spread $22.60 $22.73 -0.59%

12-mo strip crack $20.48 $20.50 -0.10%

Ethanol rack $2.71 $2.73 -0.77%

Gold $1,836.48 $1,826.72 0.53%

Silver $27.31 $27.09 0.80%

Copper contract $465.00 $469.05 -0.86%

Corn contract $680.25 $674.75 0.82%

Wheat contract $717.25 $701.50 2.25%

Soybeans contract $1,599.00 $1,584.00 0.95%

Baltic Dry Freight 3077 3139 -62

Actual Expected Difference

Crude (mb) -0.4 -1.8 1.3

Gasoline (mb) 0.4 -0.2 0.5

Distillates (mb) -1.7 -1.5 -0.2

Refinery run rates (%) -0.40% 0.30% -0.70%

Natural gas (bcf) 71.0 73.0 -2.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

the upper Midwest, with cooler temperatures in the Pacific Northwest and Texas.  The forecast 

calls for wet conditions along the Gulf Coast, with drier conditions expected in the Intermountain 

West and Northeast regions. 
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Data Section 
 

U.S. Equity Markets – (as of 5/13/2021 close) 

 

  
0.0% 20.0% 40.0% 60.0%

Technology
Consumer Discretionary

Consumer Staples
Utilities

Healthcare
S&P 500

Communication Services
Real Estate
Industrials
Materials
Financials

Energy

YTD Total Return

-1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

Energy

Consumer Discretionary

Communication Services

Healthcare

S&P 500

Real Estate

Technology

Consumer Staples

Materials

Financials

Industrials

Utilities

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 5/13/2021 close) 

 

-10.0% 0.0% 10.0% 20.0%

US Corporate Bond

US Government Bond

Cash

Emerging Markets ($)

Emerging Markets (local currency)

US High Yield

Foreign Developed ($)

Foreign Developed (local currency)

Large Cap

Small Cap

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). 

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 5/12/2021 = 24.8x

 
 

Based on our methodology,1 the current P/E is 24.8x, down 0.3x 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. 


