
 

 

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

www.confluenceinvestment.com 

 1 

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 21, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

Europe, the EuroStoxx 50 is currently up 0.6% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed up 0.2%.  Chinese markets fell, with the Shanghai Composite down 0.6% from 

its prior close and the Shenzhen Composite down 0.5%.  U.S. equity index futures are signaling a 

higher open.  With 474 companies having reported, the S&P 500 Q1 2021 earnings stand at 

$48.80, higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% increase 

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

above forecast, while 11.2% 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 (5/17/2021): The Geopolitics of Taiwan: Part III 

• Weekly Energy Update (5/20/2021): we look at the stunning IEA announcement and the 

administration’s apparent acceptance of Nord Stream 2 

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

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

• Asset Allocation Weekly (with associated podcast and chart book) (5/21/2021)  

• 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 as investor optimism 

has been bolstered by strong economic data and positive earnings reports. Today’s report starts 

off with a brief update of the conflict between Israel and Hamas. International news follows, 

with an overview of what motivated the EU to stall its investment agreement with China along 

with South Korean President Moon Jae-in’s trip to the White House. Economics and policy news 

are up next, including a discussion about the housing market and proposals from the Treasury to 

boost tax revenue. China news follows, and we close with our pandemic coverage. 

 

Ceasefire between Israel and Hamas: On Friday morning, the ceasefire agreement between 

Israel and Hamas went into effect, ending 11 days of fighting that claimed the lives of more than 

200 people. The Egypt-mediated truce came following U.S. pressure on Israel to end its aerial 

campaign against Gaza. Despite the truce, tensions remain between the two sides as they still 

disagree over land rights in Jerusalem and the West Bank. 

 

 

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_20_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_May_21_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.nytimes.com/live/2021/05/20/world/israel-palestine-gaza
https://www.nytimes.com/live/2021/05/20/world/israel-palestine-gaza
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Now that the fighting has ended, there has been a post-mortem as to what was achieved 

following the conflict. So far, it appears that despite the destruction and deaths in Palestine, 

Hamas feels it may have gotten the better of Israel in this exchange. By landing a rocket in Tel 

Aviv, Hamas was able to demonstrate that it has improved its weaponry. In addition, its ability to 

maintain rocket launches amid Israeli airstrikes suggests an improvement in its military 

capabilities. The growing confidence of Hamas is a concern for Israel as it was unable to 

decisively stop the rocket launches from Hamas, something critics of Netanyahu have been quick 

to point out. That being said, the ceasefire appears to be holding as of this writing but could be 

tested following planned protests later today. 

 

International news: The EU stalls investment agreement with China and South Korean 

President Moon Jae-in goes to Washington. 

● The European Parliament voted to end efforts to ratify its investment agreement with 

China until sanctions imposed by Beijing are lifted. The agreement would have opened 

up both markets to investment and would have likely drawn the two sides closer, but the 

timing may have scuttled the deal. The deal was being finalized as reports of China’s 

mistreatment of Uighurs gained international attention. In response to these reports, the 

U.S., U.K., and EU imposed sanctions on several Chinese officials, leading Beijing to 

retaliate with its own sanctions. It is unlikely that the two sides will mend differences 

anytime soon, especially as China has insisted that it will not submit to pressure from 

outside countries and the EU has built closer ties with the U.S. and Taiwan. 

● On Friday, South Korean President Moon Jae-in is expected to visit the White House. 

The visit will include a discussion about North Korea’s growing nuclear arsenal and fuel, 

which has doubled over the last four years. Although officials within the Biden 

administration have conceded that little can be done to force North Korea to give up its 

weapons, they are reluctant to acknowledge the pariah country as a nuclear power.  

● After a military takeover, the African Union has given Chad an 18-month deadline to 

restore democracy. The unexpected death of President Idriss Deby last month caused a lot 

of uncertainty throughout the oil-producing nation. His son, who is now the interim 

president, has been asked not to participate in the upcoming election. Chad is an 

important military ally to the West and has played a crucial role in the fight against 

Islamist extremists throughout West Africa. 

 

Economics and policy: The housing market is too hot to handle, the Treasury wants crypto 

reported on taxes, and a global minimum tax of 15%. 

● The housing market has gotten so hot that homebuilders, in some cases, have stopped 

taking new orders. Rising demand and costs have made it difficult to build homes quickly 

enough to keep pace.  

● Following the 25th anniversary of the Arctic Council, the U.S. opposed Russia’s plan to 

set maritime rules in the Northern Sea Route. On Thursday, Russia succeeded Iceland as 

the chairman of the eight-member council. Tensions between the U.S. and Russia 

regarding the Arctic have escalated in recent months as each side suspects the other of 

wanting to increase its military presence in the region. Interest over the Arctic has risen 

https://www.nytimes.com/live/2021/05/21/world/israel-hamas-news/israel-gaza-reaction
https://www.nytimes.com/live/2021/05/21/world/israel-hamas-news/israel-gaza-reaction
https://www.euronews.com/2021/05/04/eu-suspends-efforts-to-ratify-controversial-investment-deal-with-china
https://www.euronews.com/2021/05/04/eu-suspends-efforts-to-ratify-controversial-investment-deal-with-china
https://www.nytimes.com/2021/05/20/us/politics/biden-north-korea-nuclear-weapons.html
https://www.nytimes.com/2021/05/20/us/politics/biden-north-korea-nuclear-weapons.html
https://www.bloomberg.com/news/articles/2021-05-21/african-union-gives-chad-junta-deadline-to-restore-democracy
https://www.bloomberg.com/news/articles/2021-05-21/african-union-gives-chad-junta-deadline-to-restore-democracy
https://www.bloomberg.com/news/articles/2021-05-20/buying-a-house-gets-tougher-as-builders-limit-their-orders?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-20/buying-a-house-gets-tougher-as-builders-limit-their-orders?srnd=premium&sref=uIvt3NFS
https://www.politico.com/news/2021/05/20/us-russia-odds-military-activity-arctic-489796
https://www.politico.com/news/2021/05/20/us-russia-odds-military-activity-arctic-489796
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over the last few years as climate change has made it easier to navigate the surrounding 

seas. 

● The U.S. Treasury’s proposal to strengthen tax compliance includes a requirement for 

transfers of $10,000 or more of cryptocurrency to be reported.  

● The Federal Reserve is launching a research project examining how digital currency can 

fit into the U.S. banking system. The Fed believes that digital currency can increase 

competition within the banking system to the advantage of low-income individuals who 

are often excluded. 

● The Biden administration is attempting to ease the chip shortage by improving the way 

firms share supply chain information. 

● The Treasury Department has proposed a global minimum corporate tax of at least 15%. 

The new proposal is designed to get an agreement for a global minimum corporate tax 

accomplished by the summer. The proposal received a warm reception from Europe. 

 

China:  Fears of conflict over Taiwan grow. 

● A Beijing-backed think tank has published a report suggesting that the risks of armed 

conflict between mainland China and Taiwan are at an all-time high. The report was 

based on a risk index that tracks military strength, trade relations, public opinion, political 

events, and support from allies. The current reading is 70, which is above the level of 

65.1 in 1950 when anti-Nationalist forces fled mainland China to Taiwan.  

○ The growing tensions between the U.S. and China have put a lot of Asian 

countries on edge due to fears that they could be caught in the middle. On 

Thursday, Singapore Prime Minister Lee Hsien Loong warned the two sides that 

conflict could be detrimental for the world and urged the nations to find ways to 

cooperate even if there is not full trust between them. 

● Chinese government offices have told staff not to park their Teslas (TSLA,$586.78) 

inside government compounds. The ban on the cars is due to Beijing's growing wariness 

of U.S. carmakers and concerns over how the vehicle stores and tracks its data, including 

data from its cameras. 

 

COVID-19:  The number of reported cases is 165,160,530 with 3,422,723 fatalities.  In the U.S., 

there are 33,055,614 confirmed cases with 588,528 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 351,955,515 doses of the vaccine have 

been distributed with 279,397,250 doses injected.  The number receiving at least one dose is 

160,177,820, while the number of second doses, which would grant the highest level of 

immunity, is 126,605,166.  The FT has a page on global vaccine distribution.   

 

• The Pfizer (PFE, $40.12) vaccine has shown a 75% effectiveness against the Indian 

variant of the COVID-19 virus. 

● On Thursday, Chief Medical Advisor to the President Anthony Fauci announced that if 

70% of adults receive at least one dose of the vaccine by July 4, it could reduce the 

https://www.bloomberg.com/news/articles/2021-05-20/treasury-calls-for-crypto-transfers-over-10-000-reported-to-irs?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-20/treasury-calls-for-crypto-transfers-over-10-000-reported-to-irs?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-20/powell-says-fed-to-issue-report-on-u-s-digital-currency?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-20/powell-says-fed-to-issue-report-on-u-s-digital-currency?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-21/biden-team-seeks-chip-information-sharing-to-ease-supply-crunch?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-21/biden-team-seeks-chip-information-sharing-to-ease-supply-crunch?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-20/u-s-treasury-proposes-15-global-minimum-tax-on-corporations?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-21/global-tax-revamp-gathers-pace-as-europe-salutes-u-s-proposal?srnd=premium&sref=uIvt3NFS
https://www.scmp.com/news/china/military/article/3134248/risk-taiwan-strait-conflict-all-time-high-beijing-backed-think?module=lead_hero_story_1&pgtype=homepage
https://www.scmp.com/news/china/military/article/3134248/risk-taiwan-strait-conflict-all-time-high-beijing-backed-think?module=lead_hero_story_1&pgtype=homepage
https://www.scmp.com/week-asia/politics/article/3134243/us-china-must-learn-cooperate-or-war-could-ruin-us-all-singapore
https://www.scmp.com/week-asia/politics/article/3134243/us-china-must-learn-cooperate-or-war-could-ruin-us-all-singapore
https://www.scmp.com/week-asia/politics/article/3134243/us-china-must-learn-cooperate-or-war-could-ruin-us-all-singapore
https://www.reuters.com/world/china/tesla-cars-barred-some-china-government-compounds-sources-2021-05-21/
https://www.reuters.com/world/china/tesla-cars-barred-some-china-government-compounds-sources-2021-05-21/
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.reuters.com/business/healthcare-pharmaceuticals/biontech-ceo-says-vaccine-70-75-effective-india-variant-2021-05-20/
https://www.reuters.com/business/healthcare-pharmaceuticals/biontech-ceo-says-vaccine-70-75-effective-india-variant-2021-05-20/
https://www.washingtonpost.com/nation/2021/05/20/coronavirus-covid-live-updates-us/
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chances of another surge later in the year. Right now, 60.5% of adults have received at 

least one dose of the vaccine. 

● Over the past month, COVID-19 cases have dropped 60% in Europe, but the World 

Health Organization warns that the “progress is fragile.” 

● Seychelles, the world’s most vaccinated nation, has seen a spike in tourism. Although 

tourism arrivals are still well below pre-pandemic levels, the rise is a welcome 

improvement for the tourism-dependent nation. 

● Asian countries that were able to successfully contain the virus early on during the 

pandemic have seen a steep rise in cases over the last month. The Indian variant of 

COVID-19 has made its way to Southeast Asia and has forced many of these countries to 

reimpose restrictions. The surge in COVID-19 cases has hit Thailand, Taiwan, Malaysia, 

and other countries. 

 

U.S. Economic Releases  

There have been no major U.S. releases so far today.  The table below lists the economic releases 

and Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 IHS Markit Manufacturing PMI m/m May P 60.2 60.5 ***

9:45 IHS Markit Services PMI m/m May P 64.4 64.7 **

9:45 IHS Markit Composite PMI m/m May P 63.5 **

10:00 Existing Home Sales m/m Apr 6.07m 6.01m ***

10:00 Existing Home Sales m/m Apr 1.0% -3.7% *

EST Speaker or event

12:15 Robert Kaplan Speaks at Technology Conference President of the Federal Reserve Bank of Dallas

12:15 Raphael Bostic Speaks at Technology Conference President of the Federal Reserve Bank of Atlanta

12:15 Thomas Barkin Speaks at Technology Conference President of the Federal Reserve Bank of Richmond

13:30 Mary Daly Speaks on Wage Dynamics President of the Federal Reserve Bank of San Francisco

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. 
 

https://www.nytimes.com/2021/05/20/world/europe/europe-covid-who.html
https://www.bloomberg.com/news/articles/2021-05-21/world-s-most-vaccinated-nation-seychelles-sees-tourism-pick-up?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-05-21/thailand-extends-state-of-emergency-as-covid-cases-deaths-soar?sref=uIvt3NFS
https://www.nytimes.com/2021/05/20/world/asia/taiwan-covid-outbreak.html
https://www.reuters.com/world/asia-pacific/malaysia-mulls-shutdown-richest-state-amid-covid-19-surge-2021-05-17/
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan National CPI y/y Apr -0.4% -0.2% -0.5% *** Equity and bond neutral

National CPI Ex Fresh Food y/y Apr -0.1% -0.1% -0.2% ** Equity and bond neutral

National CPI Ex Fresh Food, Energy y/y Apr -0.2% 0.3% -0.1% * Equity and bond neutral

Jibun Bank Manufacturing PMI m/m Apr 52.5 53.6 *** Equity bearish, bond bullish

Jibun Bank Services PMI m/m Mar 45.7 49.5 ** Equity bearish, bond bullish

Jibun Bank Composite PMI m/m Mar 48.1 51.0 ** Equity bearish, bond bullish

Australia Markit Manufacturing PMI m/m May P 59.9 59.7 *** Equity and bond neutral

Markit Services PMI m/m May P 58.2 58.8 ** Equity and bond neutral

Markit Composite PMI m/m May P 58.1 58.9 ** Equity and bond neutral

Retail Sales m/m Apr P 1.1% 1.3% 0.5% *** Equity bullish, bond bearish

New Zealand Credit Card Spending y/y Apr 87.4% 0.5% ** Equity bullish, bond bearish

South Korea PPI y/y Apr 5.6% 4.1% * Equity and bond neutral

EUROPE

Eurozone Markit Manufacturing PMI m/m May P 62.8 62.9 62.5 *** Equity bullish, bond bearish

Markit Services PMI m/m May P 55.1 50.5 52.5 ** Equity bullish, bond bearish

Markit Composite PMI m/m May P 56.9 53.8 55.1 ** Equity bullish, bond bearish

Germany Markit Manufacturing PMI m/m May P 64.0 66.2 65.9 *** Equity bearish, bond bullish

Markit Services PMI m/m May P 52.8 49.9 52.0 ** Equity bearish, bond bullish

Markit Composite PMI m/m May P 56.2 55.8 57.1 ** Equity bearish, bond bullish

France Markit Manufacturing PMI m/m May P 59.2 58.9 58.5 *** Equity bullish, bond bearish

Markit Services PMI m/m May P 56.6 50.3 53.0 ** Equity bullish, bond bearish

Markit Composite PMI m/m May P 57.0 51.6 53.7 ** Equity bullish, bond bearish

UK GfK Consumer Confidence m/m May -9.0 -15.0 -12.0 ** Equity bullish, bond bearish

Retail Sales y/y Apr 42.4% 7.2% 36.8% ** Equity bullish, bond bearish

Retail Sales Ex Auto Fuel y/y Apr 37.7% 7.9% 31.7% ** Equity bullish, bond bearish

Markit Manufacturing PMI m/m May P 66.1 60.9 60.8 *** Equity bullish, bond bearish

Markit Services PMI m/m May P 61.8 61.0 62.2 ** Equity and bond neutral

Markit Composite PMI m/m May P 62.0 60.7 61.9 ** Equity and bond neutral

Switzerland Indutrial Output WDA y/y 1Q 4.8% -1.9% * Equity bullish, bond bearish

Money Supply M3 y/y Apr 4.7% 5.7% * Equity and bond neutral

Russia PPI y/y Apr 27.6% 16.0% 26.1% * Equity and bond neutral

AMERICAS

Canada Retail Sales m/m Mar 3.6% 4.8% 2.3% ** Equity bullish, bond bearish

Retail Sales Ex Autos m/m Mar 4.3% 4.8% 2.3% ** Equity bullish, bond bearish

Mexico Retail Sales y/y Mar 2.5% -6.3% -0.1% *** 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. 
 

Today Prior Change Trend

3-mo Libor yield (bps) 15 16 -1 Up

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

TED spread (bps) 15 15 0 Up

U.S. Libor/OIS spread (bps) 7 7 0 Up

10-yr T-note (%) 1.63 1.63 0.00 Neutral

Euribor/OIS spread (bps) -55 -55 0 Neutral

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

Currencies

dollar Flat Down

euro Down Up

yen Up Up

pound Up Up

franc Flat Up  
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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 $65.87 $65.11 1.17%

WTI $62.80 $61.94 1.39%

Natural Gas $2.94 $2.93 0.65%

Crack Spread $22.75 $22.71 0.17%

12-mo strip crack $21.04 $20.82 1.07%

Ethanol rack $2.77 $2.77 0.07%

Gold $1,879.04 $1,877.21 0.10%

Silver $27.80 $27.76 0.16%

Copper contract $455.15 $456.80 -0.36%

Corn contract $659.50 $664.50 -0.75%

Wheat contract $670.75 $675.25 -0.67%

Soybeans contract $1,518.00 $1,533.25 -0.99%

Baltic Dry Freight 2824 2801 23

Actual Expected Difference

Crude (mb) 1.3 2.0 -0.7

Gasoline (mb) -2.0 -0.7 -1.3

Distillates (mb) -2.3 -0.8 -1.5

Refinery run rates (%) 0.20% 1.00% -0.80%

Natural gas (bcf) 71.0 59.0 12.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

Pacific Northwest and in the Southeast, with cooler than normal temperatures in Southern 

California and around the Great Lakes.  The forecast calls for wet conditions throughout the 

Midwest, Great Plains, and Mid-Atlantic, with drier conditions expected along the West Coast 

and in the Southeast. 
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Data Section 
 

U.S. Equity Markets – (as of 5/20/2021 close) 

 

  
0.0% 20.0% 40.0% 60.0%

Consumer Discretionary
Technology

Utilities
Consumer Staples

Healthcare
S&P 500

Communication Services
Real Estate
Industrials
Materials
Financials

Energy

YTD Total Return

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

Energy

Financials

Materials

Industrials

Utilities

Consumer Staples

Consumer Discretionary

Healthcare

S&P 500

Real Estate

Communication Services

Technology

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 5/20/2021 close) 

 

-10.0% 0.0% 10.0% 20.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets ($)

Emerging Markets (local currency)

Foreign Developed ($)

Large Cap

Foreign Developed (local currency)

Small Cap

Real Estate

Commodities

Mid 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 as of 5/19/2021 = 24.6x

 
 

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

led to the decline in the multiple. 

 
This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q3 and Q4) and two estimates (Q1 and Q2). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


