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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: November 17, 2020—9:30 AM EST] Global equity markets are lower this morning.  

The EuroStoxx 50 is down 0.4% from its last close.  In Asia, the MSCI Asia Apex 50 closed 

down 0.4%.  Chinese markets were lower, with the Shanghai Composite down 0.2% from the 

prior close and the Shenzhen Composite down 0.9%.  U.S. equity index futures are signaling a 

lower open.  With 462 companies having reported, the S&P 500 Q3 earnings stand at $38.90, 

higher than the $33.68 forecast for the quarter.  The forecast reflects a 21.0% decrease from Q3 

2019 earnings.  Thus far this quarter, 84.6% of the companies have reported earnings above 

forecast, while 12.8% have reported earnings below forecast.   

 

Our Daily Comment today opens with U.S. political and policy news.  We also discuss new 

challenges for both Chinese bonds and Chinese equities.  In the pandemic arena, we note the 

continued resurgence in infections in both the U.S. and Europe, which has even prompted 

Sweden to implement tough lockdown measures.  Finally, we discuss a procedural hiccup in the 

EU parliament today that presents a hurdle for the bloc’s new coronavirus relief fund and 

common debt. 

 

U.S. Presidential Election:  In Michigan, where Republicans have filed suit to not count votes 

around Detroit based on accusations of electoral irregularities, the bipartisan Wayne County 

Board of Canvassers will meet today to decide whether or not to certify the results.  Since a 

judge has already ruled that the accusations are unsubstantiated, and that decision has been 

validated by an appeals court, the board could well certify the results, which were heavily in 

favor of Vice President Biden.  However, that could change based on late appeals to higher 

courts, though that wouldn’t necessarily erase all of Biden’s 146,000-vote win in the state. 

 

U.S. Federal Reserve:  Senator Lamar Alexander (R., Tenn.) announced he would vote against 

President Trump’s nomination of Judy Shelton to the Federal Reserve Board of Governors, citing 

what he termed her insufficient support for central bank independence.  Alexander is the third 

Republican senator to say he’ll vote against Shelton, suggesting there is a high chance that she 

won’t get confirmed.  Separately, Vice Chair Clarida yesterday said Fed policymakers have 

discussed at least two possible adjustments to their asset-purchase programs in the coming 

months, including giving more detail around how long those purchases might last or increasing 

the share of long-term securities they are buying.  In any case, adjustments are more likely if 

longer-term yields continue to rise as they have over the last couple of weeks. 

 

U.S. Financial Markets:  Tesla (TSLA, 408.09) is surging today following the announcement 

that it will join the S&P 500 Index on December 21.  Separately, Amazon (AMZN, 3,131.06) 
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http://www.confluenceinvestment.com/research-news/reading-list/
https://www.wsj.com/articles/election-lawsuits-in-michigan-center-on-battle-over-mail-in-vote-count-11605568901?mod=politics_lead_pos2
https://www.wsj.com/articles/judy-shelton-faces-more-gop-opposition-for-fed-nomination-setting-up-close-vote-11605563485
https://www.wsj.com/articles/judy-shelton-faces-more-gop-opposition-for-fed-nomination-setting-up-close-vote-11605563485
https://www.wsj.com/articles/central-bank-is-committed-to-using-all-available-tools-to-boost-economy-top-fed-official-says-11605553202
https://www.wsj.com/articles/central-bank-is-committed-to-using-all-available-tools-to-boost-economy-top-fed-official-says-11605553202
https://www.wsj.com/articles/tesla-to-be-added-to-s-p-500-index-11605566006?mod=article_inline
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said it will launch an online pharmacy, pushing its stock modestly higher but pummeling 

traditional brick-and-mortar drugstore firms.  Taken together, the developments underscore the 

global economic transformation that technology firms are likely to keep driving even after the 

coronavirus pandemic passes. 

 

Chinese Financial Markets:  At least 20 Chinese companies have suspended planned bond 

sales worth approximately $2.4 billion over the past week as the high-profile defaults of three 

state-owned enterprises and questions about the solvency of a fourth unnerved investors.  Even 

today, a Chinese financial publication reported that Beijing-based semiconductor company 

Tsinghua Unigroup had failed to meet a bond payment even though it is seen to have extremely 

high support from the national government as a “national champion.”  By undermining investor 

expectations that the government would back the firms through thick or thin, the defaults are 

denting confidence in the Chinese bond market, which is the world’s largest. 

 

U.S.-China Financial Markets:  Chinese companies with shares traded in America would be 

required to use auditors overseen by U.S. regulators or face being kicked off exchanges under a 

plan being drafted by regulators.  If implemented, the rule would be a further headwind for 

Chinese equities in the U.S. and would underline the risk that Chinese securities might 

eventually be pushed out of the U.S. if relations between the countries continue to deteriorate. 

 

U.S.-Iran:  President Trump reportedly asked his advisers during an Oval Office meeting last 

Thursday about potential military options for striking an Iranian nuclear site after a United 

Nations agency disclosed that Tehran had expanded its supply of low enriched uranium.  Even 

though the president was dissuaded from pursuing those options by several senior advisers, who 

argued that a military action could lead to a broader conflict in the region just as the president is 

trying to end wars in Afghanistan and Iraq, his interest in the potential strike underscores the fact 

that major unexpected policy moves could still surface before Inauguration Day. 

 

Argentina:  Negotiations between the leftist government and the IMF over the repayment of a 

$44 billion loan have been thrown into confusion after senators loyal to Cristina Fernández de 

Kirchner, the radical vice president and leader of the senate, demanded fresh IMF concessions at 

odds with the demands of the more moderate leaders of the government. 

 

Peru:  Amid deadly protests against the legislature’s ouster of former President Martin Vizcarra 

on trumped-up corruption charges, and after the nearly immediate resignation of their hand-

picked successor, Congress selected lawmaker Francisco Sagasti as caretaker president.  He will 

serve until the next presidential election in April.  Since Sagasti’s party had voted against the 

removal of Vizcarra, the move represents an effort by the legislators to diffuse the opposition to 

their moves, but there is no assurance they will be successful.  For the moment, at least, Peru 

remains in acute political instability that is likely to undermine Peruvian equities. 

 

Nagorno-Karabakh:  Armenian President Armen Sarkisian has called early parliamentary 

elections, saying they are needed to resolve a political crisis sparked by his government’s signing 

of a truce in the war with Azerbaijan over the breakaway region of Nagorno-Karabakh. 

 

https://www.ft.com/content/ae8c3e2e-85fa-4733-8c95-06da89aca1e7
https://www.ft.com/content/ae8c3e2e-85fa-4733-8c95-06da89aca1e7
https://www.wsj.com/articles/bond-upsets-rattle-chinese-credit-market-11605531198?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/bond-upsets-rattle-chinese-credit-market-11605531198?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/sec-pursues-plan-requiring-chinese-firms-to-use-auditors-overseen-by-u-s-11605614403?mod=hp_lista_pos2
https://www.wsj.com/articles/sec-pursues-plan-requiring-chinese-firms-to-use-auditors-overseen-by-u-s-11605614403?mod=hp_lista_pos2
https://www.wsj.com/articles/trump-asked-top-aides-about-options-to-strike-iran-11605581282
https://www.wsj.com/articles/trump-asked-top-aides-about-options-to-strike-iran-11605581282
https://www.ft.com/content/1a154e62-1dc5-47bf-b307-5060b353ee39
https://www.wsj.com/articles/perus-congress-chooses-lawmaker-francisco-sagasti-as-next-president-11605557142
https://www.rferl.org/a/armenian-president-calls-for-snap-elections-as-government-faces-mounting-pressure-over-karabakh-deal/30954529.html
https://www.rferl.org/a/armenian-president-calls-for-snap-elections-as-government-faces-mounting-pressure-over-karabakh-deal/30954529.html
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COVID-19:  Official data show confirmed cases have risen to 55,174,990 worldwide, with 

1,329,875 deaths.  In the United States, confirmed cases rose to 11,207,088 with 247,229 deaths.  

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 totaled more than 166,000 yesterday, pushing the 

seven-day moving average to almost 149,000 and the 14-day average to more than 

131,000.  At least 10 states logged record numbers of new infections.  Just as important, 

the number of people hospitalized with COVID-19 rose to more than 73,000, with 

approximately 14,300 of those in intensive care units for the first time since April.  

Deaths related to the virus totaled 995. 

• As new infections also continue to surge in Europe, governments are continuing to 

tighten economic and social restrictions.  Even Sweden, which gained notoriety in the 

spring for its exceptionally light restrictions, has now introduced its first mandatory 

restrictions amid a record surge in new cases, a steady growth in deaths, and a 

hospitalization rate that is now the highest in Europe. 

o Public gatherings involving more than eight people are now banned, with 

offenders facing imprisonment. 

o In a speech on Monday, Prime Minister Stefan Lövfen asked the public to avoid 

all interactions. 

• Even though the new restrictions in Europe are milder than in the spring, there is 

increasing concern that they could still slow the economy and put many firms out of 

business before vaccines are able to get the pandemic under control. 

• Despite the resurgence of infections, doctors who have been treating coronavirus patients 

from the pandemic’s earliest days in the U.S. say they are now better equipped to face a 

new rise in hospitalizations, with evidence on drugs that work to combat COVID-19 

symptoms, research on treatments, and their own patient experiences over the months. 

• In China, the government is cracking down on cold chain goods to prevent any outbreaks 

of COVID-19 after packaging of frozen Argentine beef, German pork, and Indian 

cuttlefish tested positive for the virus. 

 

U.S. Policy Response 

• An analysis by the Wall Street Journal shows about 300 companies that received as much 

as half a billion dollars in pandemic-related government loans have filed for bankruptcy.  

Many of the companies, which employ a total of about 23,400 workers, say the funds 

from the Paycheck Protection Program weren’t enough to keep them going as the 

coronavirus and lack of additional stimulus payments weighed on their businesses. 

 

Foreign Policy Response 

• Hungary and Poland blocked a key step toward the EU’s huge new Multiannual Financial 

Framework (MFF), holding up the budget-plus-recovery-fund designed to turn around the 

coronavirus-induced economic crisis.  With no evident way out of the stalemate, the vote 

https://www.nytimes.com/live/2020/11/17/world/covid-19-coronavirus?type=styln-live-updates&label=coronavirus&index=0&action=click&module=Spotlight&pgtype=Homepage
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/livecoverage/covid-2020-11-17
https://www.ft.com/content/67fc5152-d500-4b9e-ad5c-79e1bf2b68e2
https://www.ft.com/content/67fc5152-d500-4b9e-ad5c-79e1bf2b68e2
https://www.ft.com/content/27daf526-197f-4b48-94dc-236e49717aee
https://www.ft.com/content/27daf526-197f-4b48-94dc-236e49717aee
https://www.wsj.com/articles/doctors-apply-covid-19-lessons-learned-as-u-s-cases-surge-11605609000?mod=hp_lead_pos5
https://www.wsj.com/articles/doctors-apply-covid-19-lessons-learned-as-u-s-cases-surge-11605609000?mod=hp_lead_pos5
https://www.ft.com/content/4efc158c-7482-4141-aa20-183a7de7fd59
https://www.wsj.com/articles/hundreds-of-companies-that-got-stimulus-aid-have-failed-11605609180?mod=hp_lead_pos4
https://www.wsj.com/articles/hundreds-of-companies-that-got-stimulus-aid-have-failed-11605609180?mod=hp_lead_pos4
https://www.politico.eu/article/eu-in-crisis-over-hungary-poland-budget-hold-up/?utm_source=POLITICO.EU&utm_campaign=b4594a9d08-EMAIL_CAMPAIGN_2020_11_17_05_59&utm_medium=email&utm_term=0_10959edeb5-b4594a9d08-190480045
https://www.politico.eu/article/eu-in-crisis-over-hungary-poland-budget-hold-up/?utm_source=POLITICO.EU&utm_campaign=b4594a9d08-EMAIL_CAMPAIGN_2020_11_17_05_59&utm_medium=email&utm_term=0_10959edeb5-b4594a9d08-190480045
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has thrown the EU back into crisis mode and threatens the launch of the EU’s common 

bonds backed by the full faith and credit of the member states. 

 

U.S. Economic Releases  
 

Retail sales slowed in October as spending appears to have cooled due to a rise in COVID-19 

cases.  Retail sales rose 0.3% from the prior month compared to expectations of a 0.5% rise.  

Excluding autos, retail sales rose 0.2% from the prior month compared to expectations of a rise 

of 0.6%.  Core retail sales, which excludes auto and gas, also rose 0.2% from the prior month 

compared to expectations of 0.6%.  Lastly, retail sales control, which is core retail sales 

excluding building materials, rose 0.1% from the prior month compared to expectations of 0.5%. 
 

 
 

The chart above shows the monthly change in retail sales.  In October, retail sales rose at their 

slowest pace in six months. 

 

In October, the terms of trade appeared to improve as export prices outpaced import prices.  Last 

month, prices for imported goods and services fell 0.1% from the prior month compared to 

expectations of remaining unchanged.  Excluding petroleum-related goods, import prices 

remained unchanged from the prior month compared to expectations of a 0.3% rise. Export 

prices rose 0.2% from the prior month, in line with expectations. 
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The chart above shows the annual change in import and export prices.  Export prices fell 1.6% 

from the prior year and import prices fell 1.0%. 

 

U.S. manufacturing production rose in October.  Industrial production rose 1.1% from the prior 

month compared to expectations of a rise of 1.0%.  Capacity utilization rose from 71.5% to 

72.8%, above expectations of 72.3%. 
 

 
 

The chart above shows the Industrial Production Index.  The index currently sits at 101.4. 

 

The table below lists the economic releases and Fed events scheduled for the rest of the day. 
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EDT Indicator Expected Prior Rating

10:00 Business Inventories m/m Sep 0.6% 0.3% **

10:00 NAHB Housing Market Index m/m Nov 85 85 **

16:00 Net Long-term TIC Flows m/m Sep $27.8b **

16:00 Total Net TIC Flows m/m Sep $86.3b **

Speaker or event

13:00 Jerome Powell Takes Part in Moderated Discussion Chairman of Board of Governors of Federal Reserve

15:00 Four Fed Presidents Talk about Racism and the Economy

15:00 Thomas Barkin Discusses Economy in Webinar President of the Federal Reserve Bank of Richmond

Fed Speakers or Events

Federal Reserve

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.  

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. 

 
Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Housing Loans y/y 3Q 2.4% 2.5% ** Equity and bond neutral

Australia ANZ Roy Morgan Consumer Confidence w/w 15-Nov 106.6 103.1 ** Equity bullish, bond bearish

New Zealand Non Resident Bond Holdings m/m Oct 48.8% 49.4% ** Equity and bond neutral

Europe

Italy Trade Balance EU m/m Sep 576m 348m ** Equity bullish, bond bearish

Trade Balance Total m/m Sep 5849m 3928m ** Equity bullish, bond bearish

AMERICAS

Canada Bloomberg Nanos Confidence w/w 13-Nov 52.5 52.5 ** Equity and bond neutral

Manufacturing Sales m/m Sep 1.5% -2.0% 1.5% ** Equity and bond neutral

Existing Home Sales m/m Oct -0.70% 0.90% ** Equity bearish, bond bullish

Brazil Trade Balance Weekly w/w 15-Nov $572m $1550m ** Equity and bond neutral

CNI Industrial Confidence m/m Nov 62.9 61.8 ** 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) 22 22 0 Down

3-mo T-bill yield (bps) 7 8 -1 Neutral

TED spread (bps) 15 14 1 Up

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

10-yr T-note (%) 0.89 0.91 -0.02 Neutral

Euribor/OIS spread (bps) -52 -51 -1 Neutral

EUR/USD 3-mo swap (bps) 14 15 -1 Down

Currencies Direction

dollar Down Down

euro Up Up

yen Up Up

pound Up Down

franc Up 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 $43.84 $43.82 0.05%

WTI $41.37 $41.34 0.07%

Natural Gas $2.72 $2.70 1.00%

Crack Spread $7.87 $8.04 -2.16%

12-mo strip crack $10.20 $10.28 -0.79%

Ethanol rack $1.56 $1.56 -0.30%

Gold $1,888.86 $1,888.95 0.00%

Silver $24.65 $24.77 -0.48%

Copper contract $322.45 $322.95 -0.15%

Corn contract 426.75$       424.25$       0.59%

Wheat contract 605.00$       604.75$       0.04%

Soybeans contract 1,168.25$    1,153.50$   1.28%

Baltic Dry Freight 1111 1115 -4

Actual Expected Difference

Crude (mb) 1.6

Gasoline (mb) 0.7

Distillates (mb) -1.5

Refinery run rates (%) 0.60%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

with cooler temperatures throughout the West.  Dry conditions are expected throughout the 

Rocky Mountains and Southwest, with wet conditions expected for the rest of the country.  

Hurricane Iota has made landfall on Nicaragua and is expected to move northward. 
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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. Note that this report is also offered as a separate document on our website. 
 

November 13, 2020 
 

In our most recent Asset Allocation quarterly rebalance, we addressed the potential for election-

related market disruption.  In the end, we made only modest defensive adjustments to the 

portfolios and instead focused our allocations on continued policy support and economic 

recovery.  In this week’s report, we will look at the current impact of the election on equity 

markets. 

 

 
(Source: Barchart.com) 

 

This is a five-day chart of the December S&P futures contract.  We have placed a box on 

election night.  Market volatility was clearly elevated as we saw sizable rallies and pullbacks.  

But, for the rest of the week, equity prices have continued to recover.   

 

One of the questions we have been getting is, given all the turmoil and uncertainty, why are 

equities rising?  The key point is that equities were pricing in some element of a “tail risk” 

outcome—a hung election and widespread civil unrest.  Media reports that retailers were 

boarding up windows suggested that these concerns were not idle.  Gun sales were at historic 

levels going into the election.  So, clearly, fear levels were high.   

 

One of the more difficult issues for a young analyst is understanding the discounting power of 

financial markets.  In many respects, financial markets account for the sum of our fears.  And so, 

it is not uncommon that even when an event occurs as expected, financial market prices will 

reverse from what a casual observer would assume would occur.  The adage is “buy rumor, sell 

fact.”  In the spring, when we first began investigating the potential for a hung election and a 

https://www.confluenceinvestment.com/category/asset-allocation-reports/asset-allocation-weekly/
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q420.pdf
https://www.washingtonpost.com/business/2020/11/02/retail-security-election-violence/
https://www.washingtonpost.com/business/2020/11/02/retail-security-election-violence/
The%20Pandemic%20And%20Fears%20Of%20Civil%20Unrest%20Led%20To%20A%20Historic%20Boom%20In%20Gun%20Sales%20This%20Year%20https:/www.buzzfeednews.com/article/peteraldhous/2020-record-us-gun-sales-election
The%20Pandemic%20And%20Fears%20Of%20Civil%20Unrest%20Led%20To%20A%20Historic%20Boom%20In%20Gun%20Sales%20This%20Year%20https:/www.buzzfeednews.com/article/peteraldhous/2020-record-us-gun-sales-election
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Constitutional crisis, the topic was still rather obscure.  By Labor Day, it had become “common 

knowledge.”  When an issue becomes common knowledge, financial markets quickly discount 

the event. 

 

Although equities generally held their value through the election (prices peaked around Labor 

Day and were rangebound thereafter), there were two areas where there was clear evidence of 

risk mitigation.  The first was accumulation of cash. 
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This chart shows retail money market funds (RMMK) and the S&P 500 on a weekly basis.  

Retail investors started building cash positions in 2018 around the onset of trade tensions with 

China and aggressively added to cash this year.  Although RMMK did ease with the recovery in 

the S&P, levels remain elevated and suggest high levels of fear.  If we get through the election 

without significant civil strife, there is ample liquidity to support equities. 

 

The second area was volatility futures. 
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The “VIX” is a measure of implied volatility from the S&P 500 options market.  When option 

buyers pay higher prices for options, it gets translated as higher implied volatility.  Essentially, if 

they are buying put options, they are protecting for a wider dispersion of prices.  This chart 

shows daily prices for the index; in the third week of October, the VIX rose sharply as the 

election approached, suggesting rising levels of fear. 

 

If the worst of the election risk has passed, these “insurance” positions will likely be unwound.  

If so, that would tend to support higher equity prices in the coming months.  In other words, the 

return of cash to the markets and the reduction of put-buying would be supportive.   

 
 

 

 

 

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

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

discussed may not be suitable for all investors. Investors must make their own decisions based on their specific investment 

objectives and financial circumstances. Opinions expressed are current as of the date shown and are subject to change.  
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Data Section 
 

U.S. Equity Markets – (as of 11/16/2020 close) 
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(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 11/16/2020 close) 
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Commodities
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US High Yield
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Mid Cap
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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. 

 



 

 

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

www.confluenceinvestment.com 

12 

 

P/E Update 

 

November 12, 2020 

 

0

5

10

15

20

25

30

70 80 90 00 10 20 30 40 50 60 70 80 90 00 10 20

4Q TRAILING P/E AVERAGE

-1 STANDARD DEVIATION +1 STANDARD DEVIATION

LONG-TERM TRAILING P/E

P
/E

Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 11/11/2020 = 28.3x

LONG-TERM TRAILING P/E

P
/E

Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 11/11/2020 = 28.3x

 
 

Based on our methodology,1 the current P/E is 28.3x, down 0.8x from last week.  Strong Q3 

earnings reduced 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 (Q1 and Q2) and two estimates (Q3 and Q4). 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. 


