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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: October 6, 2020—9:30 AM EDT] Global equity markets are mixed this morning. The 

EuroStoxx 50 is unchanged from its last close. In Asia, the MSCI Asia Apex 50 closed up 0.8%. 

Chinese markets were closed for National Day. U.S. equity index futures are signaling a lower 

open.  

 

Our Daily Comment today provides the latest details on President Trump’s bout with the 

coronavirus and related election news.  We also discuss various geopolitical and economic 

developments overseas, including the new hot spots in the Caucasus and Central Asia (we 

include maps, since most of our readers will probably be unfamiliar with those areas).  We end 

with the latest pandemic news. 

 

Trump Coronavirus Infection:  Last night, President Trump was discharged from Walter Reed 

National Military Medical Center and returned to the White House residence, where aides say he 

will self-isolate while he recovers from the coronavirus. 

• Meanwhile, Press Secretary Kayleigh McEnany and two of her aides tested positive for 

the virus, demonstrating how the White House has become a hotbed of infections.  That’s 

likely to be a liability for Trump as the November election approaches; it plays into 

Democratic challenger Joe Biden’s theme that Trump has mismanaged the pandemic.  

Trump’s infection, therefore, seems likely to compound the decline in support for him in 

some polls resulting from his aggressive approach in the first presidential debate.  One 

way to read the strong performance in stocks yesterday is that investors may now be 

looking at a big enough Biden win to forestall the risk of a disputed election and ensure a 

sizable new pandemic relief program next year. 

• In addition, the aggressive treatments given to Trump so far suggest his condition may be 

worse than officials acknowledge.  In any case, because of his age and obesity, he is also 

at elevated risk of complications from the disease.  If Trump has been sent home 

prematurely, eventually relapses, and ends up back at Walter Reed, it would likely cause 

even further damage to his electoral prospects. 

• By the way, we note that European Commission President Ursula von der Leyen tested 

negative for the coronavirus for a second time after a high-risk contact last week.  She 

will nonetheless stay in precautionary self-isolation until this evening.  Austrian 

Chancellor Sebastian Kurz and much of his staff and cabinet also tested negative after a 

close colleague tested positive on Monday. 
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By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.wsj.com/articles/trump-remains-hospitalized-as-doctors-offer-mixed-signals-on-presidents-health-11601898786
https://www.wsj.com/articles/trump-remains-hospitalized-as-doctors-offer-mixed-signals-on-presidents-health-11601898786
https://www.wsj.com/articles/president-trump-still-faces-risk-as-he-convalesces-at-white-house-11601944622
https://twitter.com/vonderleyen/status/1313082959285620736?s=20&utm_source=POLITICO.EU&utm_campaign=7c2b7d72bd-EMAIL_CAMPAIGN_2020_10_06_05_13&utm_medium=email&utm_term=0_10959edeb5-7c2b7d72bd-190480045
https://twitter.com/vonderleyen/status/1313082959285620736?s=20&utm_source=POLITICO.EU&utm_campaign=7c2b7d72bd-EMAIL_CAMPAIGN_2020_10_06_05_13&utm_medium=email&utm_term=0_10959edeb5-7c2b7d72bd-190480045
https://uk.reuters.com/article/uk-health-coronavirus-austria/austrias-kurz-ministers-test-negative-for-covid-19-after-scare-idUKKBN26R02X?il=0&utm_source=POLITICO.EU&utm_campaign=7c2b7d72bd-EMAIL_CAMPAIGN_2020_10_06_05_13&utm_medium=email&utm_term=0_10959edeb5-7c2b7d72bd-190480045
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U.S. Presidential Election:  Despite easing concerns about a hung election, investors are still 

casting about for ways to hedge U.S. equities in the event of a nasty election dispute.  With 

bonds showing little movement and gold falling during the September market swoon, fund 

managers are now trying out currencies that mirror stock movements, derivatives that provide 

insurance against falls, and emerging market bonds that offer a higher yielding, though riskier, 

hedge for equity holdings. 

 

United States-Russia:  U.S. and Russian negotiators yesterday made progress on a new arms 

control deal that would freeze each side’s nuclear arsenal and outline the parameters for a 

detailed treaty to be negotiated next year.  If the deal comes together over the coming month, 

President Trump would have demonstrated that his diplomacy toward Moscow has borne fruit, 

while Russia would get its desired extension of the New START treaty, which is due to expire in 

early February. 

 

United States-Switzerland:  Amid the general weakening in the U.S. dollar this year, the Swiss 

franc continues to appreciate.  Traders believe one positive aspect of the rising franc is that it 

could help keep the Trump administration from imposing trade restrictions against Switzerland.  

If so, that would in turn help buoy the currency even further. 

 

Nagorno-Karabakh:  Fighting between Azerbaijani forces and ethnic Armenian rebels in the 

Azeri enclave of Nagorno-Karabakh has finally died down a bit, while regional diplomatic 

efforts to find a longer-term solution have stepped up.  Turkish Foreign Minister Cavusoglu met 

with Azerbaijani President Aliyev in Baku today, while Armenian Prime Minister Pashinian 

discussed the fighting in a phone conversation with Russian President Putin.  However, the 

prospects for a solution are unknown.  Over the weekend, Azerbaijani President Aliyev 

demanded that Armenia set a timetable for withdrawing from Nagorno-Karabakh and 

surrounding Azerbaijani territories, saying that Azerbaijan would not end military action until 

that happened. 
 

 

https://www.ft.com/content/8d225a2e-5552-4e44-bcbb-c7cc4340a444
https://www.wsj.com/articles/u-s-russia-move-toward-outline-of-nuclear-deal-administration-official-says-11601933654
https://www.wsj.com/articles/u-s-russia-move-toward-outline-of-nuclear-deal-administration-official-says-11601933654
https://www.wsj.com/articles/u-s-russia-move-toward-outline-of-nuclear-deal-administration-official-says-11601933654
https://www.wsj.com/articles/investors-bet-on-swiss-francs-rise-despite-central-bank-intervention-11601913921?mod=markets_lead_pos4
https://www.rferl.org/a/turkish-foreign-minister-in-azerbaijan-amid-lull-in-nagorno-karabakh-fighting/30878324.html
https://www.rferl.org/a/turkish-foreign-minister-in-azerbaijan-amid-lull-in-nagorno-karabakh-fighting/30878324.html
https://www.rferl.org/a/missile-strikes-follow-day-of-intense-fighting-over-nagorno-karabakh-region/30873977.html
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Kygyzstan:  Opposition groups have reportedly stormed the parliament building and other 

government offices in the capital of Bishkek, in an apparent effort to seize power after elections 

on Sunday that many claim were rigged.  The electoral authorities quickly invalidated the results 

of the election, showing parties allied to President Jeenbekov won the largest share of the votes.  

The demonstrators also broke into the government’s national security headquarters and freed 

former President Atambayev, whose party said it set up a coordinating group to form a new 

government. 
 

 
 

COVID-19:  Official data show confirmed cases have risen to 35,533,953 worldwide, with 

1,044,884 deaths and 24,784,714 recoveries.  In the United States, confirmed cases rose to 

7,459,101, with 210,195 deaths and 2,935,142 recoveries.  Here is the interactive chart from the 

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

population. 
 

Virology 

• Confirmed U.S. infections rose by about 39,600 yesterday, marking the second straight 

day in which new infections came in below 40,000.  Daily infections are now running 

below both the seven-day moving average of 43,089 and the 14-day average of 43,392.  

This suggests the latest U.S. surge may be coming under control.  The daily average of 

deaths is also falling slightly and now stands at approximately 700. 

• Meanwhile, Europe’s second coronavirus wave is spreading, and rising hospitalizations 

and deaths are prompting governments to impose more restrictions, from travel bans in 

Madrid to the closure of bars in Paris.  Of particular concern is that the new wave of 

infections is now spreading out from the young to the older and more vulnerable 

segments of the population. 

https://www.ft.com/content/9d3d9cf5-ac55-481c-a1f5-e124c1e23032
https://www.ft.com/content/9d3d9cf5-ac55-481c-a1f5-e124c1e23032
https://www.nytimes.com/live/2020/10/06/world/covid-coronavirus?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/articles/coronavirus-latest-news-10-06-2020-11601974019
https://www.wsj.com/articles/as-second-covid-19-wave-rolls-through-europe-deaths-and-hospitalizations-rise-11601919564
https://www.wsj.com/articles/as-second-covid-19-wave-rolls-through-europe-deaths-and-hospitalizations-rise-11601919564
https://www.wsj.com/articles/europes-second-covid-wave-starts-to-spill-over-from-young-to-old-11601982003?mod=hp_lead_pos6
https://www.wsj.com/articles/europes-second-covid-wave-starts-to-spill-over-from-young-to-old-11601982003?mod=hp_lead_pos6


 

 

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

www.confluenceinvestment.com 

 4 

• Just weeks after the CDC issued new guidelines acknowledging that aerosol transmission 

could be a factor in spreading the virus, only to revoke the language days later, the 

agency has again issued guidance noting that the tiny airborne particles can travel more 

than six feet and be infectious. 

o According to the CDC, the virus is primarily transmitted via respiratory droplets 

by people in close contact, including those who are physically near, or within 

about 6 feet of, each other. Those droplets cause infection when they are inhaled 

or deposited in the nose and mouth. 

o The agency also recognized, however, that some infections can be spread by 

exposure to the virus in small droplets, and particles that can linger in the air for 

minutes to hours.  Evidence indicates that under certain conditions people with 

COVID-19 appear to have infected others who were more than 6 feet away. 

• In the EU, the European Medicines Agency has accelerated the approval process for a 

vaccine being developed jointly by Germany’s BioNTech (BNTX, 80.70) and U.S. 

pharma giant Pfizer (PFE, 36.75). 

o Based on preliminary results showing the vaccine triggers an immune response in 

adults, the accelerated process will permit a rapid authorization of the shot as soon 

as there is data showing it is also safe. 

o The rapid approval process is the second to be approved by the EMA.  The first 

was for a vaccine being developed by the University of Oxford and British 

pharma major AstraZeneca (AZN, 54.49). 

• In Russia, Health Minister Mikhail Murashko said he expects his ministry to approve a 

second Russian coronavirus vaccine as early as mid-October, though he declined to say 

whether the approval might be merely conditional or for emergency use only. 
 

Economic Impacts 

• More evidence is accumulating that the recovery from the crisis is “K”-shaped, with 

some lucky sectors and their workers doing fine on an upward trajectory, while others 

find themselves sinking into unemployment and financial stress. 

• Southwest Airlines (LUV, 38.49) is asking the company’s labor unions to accept pay cuts 

for the first time to prevent furloughs and layoffs through the end of next year. 

• To survive the pandemic with smaller capacity resulting from the virus, some restaurants 

are limiting meals to 90 minutes or two hours. 
 

Financial Market Impacts 

• Foreign investors have become net sellers of emerging market stocks and bonds in recent 

weeks, raising the risk that less-developed countries will face a spiral of falling 

currencies, rising borrowing costs, debt crises, and defaults 
 

Policy Responses 

• ECB President Lagarde said that since the eurozone’s economic recovery is starting to 

look a bit “shaky” amid a second wave of infections, the central bank is prepared to inject 

https://www.wsj.com/articles/cdc-updates-covid-19-guidelines-acknowledging-virus-can-spread-via-tiny-air-particles-11601921416?mod=hp_lead_pos4
https://www.wsj.com/articles/cdc-updates-covid-19-guidelines-acknowledging-virus-can-spread-via-tiny-air-particles-11601921416?mod=hp_lead_pos4
https://www.ft.com/content/e9ebc6b0-9fa8-4725-a673-b7b14931c391
https://www.ft.com/content/e9ebc6b0-9fa8-4725-a673-b7b14931c391
https://www.ft.com/content/e9ebc6b0-9fa8-4725-a673-b7b14931c391
https://www.wsj.com/articles/russia-fast-tracks-second-coronavirus-vaccine-11601909843
https://www.wsj.com/articles/russia-fast-tracks-second-coronavirus-vaccine-11601909843
https://www.wsj.com/articles/the-covid-economy-carves-deep-divide-between-haves-and-have-nots-11601910595?mod=hp_lead_pos5
https://www.wsj.com/articles/southwest-asks-employees-to-accept-pay-cuts-to-avoid-furloughs-11601940411?mod=hp_lista_pos3
https://www.wsj.com/articles/enjoy-your-mealquickly-restaurants-introduce-time-limits-11601925390
https://www.ft.com/content/99603ed2-0580-455f-823a-d138685e2b4f
https://www.wsj.com/articles/ecbs-christine-lagarde-is-prepared-to-inject-fresh-stimulus-cut-rates-11601973358?mod=hp_lead_pos4
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fresh monetary stimulus if necessary, including cutting a key interest rate further below 

zero. 

• St. Louis FRB President Bullard said he expects the economy to snap back briskly from 

the pandemic, but investors may be surprised to see how slowly the central bank will 

back away from its accommodative policy stance. 

• The IMF, in its latest Fiscal Monitor, called for rich countries around the world to 

increase public investment in order to help spark a strong economic recovery from the 

pandemic.  According to the report, advanced economies should worry less about their 

public debt and take advantage of historically low borrowing costs to increase spending 

on infrastructure maintenance immediately. 

• Six months after launching the biggest small business aid initiative in history, Congress is 

working to extend the Paycheck Protection Program—but with new measures to ensure 

the most vulnerable of businesses have a better shot at funding. 

U.S. Economic Releases  

The U.S. trade deficit expanded in August to the highest level in 14 years.  The deficit came in at 

$67.1B compared to expectations of $66.2B. The prior report was revised from $63.6B to 

$63.4B. 
 

 
 

The chart above shows the U.S. trade balance.  In August, the rise in exports was overwhelmed 

by the rise in imports. 

 

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

https://www.wsj.com/articles/ecbs-christine-lagarde-is-prepared-to-inject-fresh-stimulus-cut-rates-11601973358?mod=hp_lead_pos4
https://www.wsj.com/articles/feds-bullard-likely-robust-recovery-wont-call-for-change-in-fed-policy-11601976600
https://www.wsj.com/articles/feds-bullard-likely-robust-recovery-wont-call-for-change-in-fed-policy-11601976600
https://www.ft.com/content/fc7ad858-0fdd-401e-bce5-796a8353ba30
https://www.ft.com/content/fc7ad858-0fdd-401e-bce5-796a8353ba30
https://www.wsj.com/articles/ppp-money-aboundedbut-some-got-it-faster-than-others-11601976601?mod=hp_lead_pos2
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EDT Indicator Expected Prior Rating

10:00 JOLTS Job Openings m/m Aug 6500 6618 **

Speaker or event

10:40 Jerome Powell Addresses NABE Conference in Chicago Chairman of Board of Governors of Federal Reserve

11:45 Patrick Harker Discusses Machine Learning President of the Federal Reserve Bank of Philadelphia

15:00 Raphael Bostic Speaks to Leadership Florida

18:00 Robert Kaplan Takes Part in Talk with Bank of Mexico's Diaz President of the Federal Reserve Bank of Dallas

District or position

President of the Federal Reserve Bank of Atlanta

Fed Speakers or Events

Economic Releases

 
 

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

India Markit India PMI Composite m/m Sep 54.6 46.0 ** Equity bullish, bond bearish

Markit India PMI Services m/m Sep 49.8 41.8 ** Equity bullish, bond bearish

ANZ Roy Morgan Consumer Confidence w/w 4-Oct 95.7 95.0 ** Equity and bond neutral

ANZ Job Advertisements m/m Sep 7.8% 1.6% ** Equity and bond neutral

Trade Balance m/m Aug A$2643m A$4607m A$5050m ** Equity and bond neutral

NAB Business Confidence m/m Sep -4.0 -8.0 ** Equity and bond neutral

New Zealand ANZ Commodity Price m/m Sep -0.2% -0.9% ** Equity and bond neutral

Europe

Germany Factory orders m/m Aug 4.5% 2.8% 2.8% ** Equity and bond neutral

Markit Germany Construction PMI m/m Sep 45.5 48.0 ** Equity bearish, bond bullish

UK Markit/CIPS UK Construction PMI m/m Sep 56.8 54.6 54.0 ** Equity bullish, bond bearish

AMERICAS

Mexico Bloomberg Nanos Confidence w/w Oct 53.1 53.2 ** Equity and bond neutral

Brazil Markit Brazil PMI Composite m/m Sep 53.6 53.9 ** Equity and bond neutral

Markit Brazil PMI Services m/m Sep 50.4 49.5 ** 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) 23 23 0 Down

3-mo T-bill yield (bps) 8 9 -1 Neutral

TED spread (bps) 15 15 0 Up

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

10-yr T-note (%) 0.76 0.78 -0.02 Neutral

Euribor/OIS spread (bps) -51 -51 0 Neutral

EUR/USD 3-mo swap (bps) 12 12 0 Down

Currencies Direction

dollar Flat Down

euro Flat Up

yen Up Up

pound Flat Down

franc Flat Up

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.250% 0.250% 0.250% On forecast

RBA 3-Yr Yield Target 0.250% 0.250% 0.250% 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. 
 

 

Price Prior Change Explanation

Brent $41.64 $41.29 0.85%

WTI $39.54 $39.22 0.82%

Natural Gas $2.66 $2.62 1.76%

Crack Spread $10.28 $10.10 1.78%

12-mo strip crack $10.75 $10.74 0.09%

Ethanol rack $1.53 $1.53 -0.02%

Gold $1,913.63 $1,913.53 0.01%

Silver $24.34 $24.38 -0.17%

Copper contract $296.70 $296.30 0.13%

Corn contract 381.00$       379.50$       0.40%

Wheat contract 583.00$       584.25$       -0.21%

Soybeans contract 1,029.00$    1,021.50$   0.73%

Baltic Dry Freight 2071 2020 51

Actual Expected Difference

Crude (mb) -1.2

Gasoline (mb) -0.5

Distillates (mb) -1.1

Refinery run rates (%) 0.05%

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 in the eastern half.  Wet conditions are expected for most of the 

country, with dry conditions in the Southwest region.  Hurricane Delta is currently moving along 

the Yucatan coast. 
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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. 
 

October 2, 2020 
 

The death of Ruth Bader Ginsburg was yet another political shock for 2020 in a year rife with 

unusual events.  The year began with the first official case of COVID-19 in Washington State on 

January 20.  The pandemic and subsequent measures to contain the virus have led to 

unprecedented levels of economic volatility.  President Trump was acquitted of impeachment on 

February 5.  Relations with China have deteriorated.   

 

As we head into the election, investors’ fears are high.  For example, retail money market funds 

(RMMK) remain elevated, though off their earlier peaks. 
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Our political cycle monitor suggests that a Biden win could result in a decline in equities into 

October. 

 

https://www.confluenceinvestment.com/category/asset-allocation-reports/asset-allocation-weekly/
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Sources:  Bloomberg, CIM  
 

Barring an unexpected landslide, it is quite possible that this election could be disputed.  The last 

time this occurred, in 2000, the election wasn’t decided until December 12, when the Supreme 

Court effectively ended the recount.  George Bush won a narrow victory in Florida and in the 

Electoral College (271/266).  The financial markets were affected by the outcome; in the period 

from the election on November 7 until the Supreme Court decision, the S&P 500 range from high 

(made on November 8) to low (made on December 1) was 9.9%.  A decline of this magnitude 

would probably not be enough to warrant substantial portfolio adjustments.  

 

Voter attitudes were not nearly as hardened then as they are now.  A Pew survey suggested that 

45% of voters thought that the winner really mattered, while 49% believed “things would remain 

about the same.”  Currently, 83% of voters think it really matters who wins and only 16% 

believe that “things would remain about the same.”  The Pew survey suggests that this election is 

being viewed as zero-sum; losing is perceived as devastating, so both sides are primed to contest 

a close election. 

 

Although equity markets have performed quite well from their March lows, the recent weakness 

does appear to be starting the process of discounting a Biden victory.  Although we would not 

necessarily expect a decline to the 90% level implied on the above chart,1 a period of weakness 

in the next few weeks is likely. 

 

Is there a precedent for the current election?  The best analog is the 1876 election, which was 

won by Rutherford B. Hayes in the electoral college by a single vote, 185-184 over Samuel J. 

Tilden.  And, that result only occurred weeks after the November ballot.  Hayes was given the 

presidency in return for ending Reconstruction.  An analysis of this election will be the subject of 

an upcoming WGR, but the following chart offers some idea of the impact of an uncertain 

election outcome when it is perceived as zero-sum. 

 

 
1 To quote Ned Davis, a famous market analyst, cycle analysis shown above should be used more for direction and 
less for level.   

https://www.pewresearch.org/politics/2004/07/08/voters-more-engaged-but-campaign-gets-lukewarm-ratings/
https://www.pewresearch.org/politics/2004/07/08/voters-more-engaged-but-campaign-gets-lukewarm-ratings/
https://www.pewresearch.org/politics/2020/08/13/views-of-the-2020-campaign-and-voting-in-november/


 

 

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

www.confluenceinvestment.com 

 10 

2

3

4

5

6

7

2 

3 

4 

5 

6 

7 

1870 1872 1874 1876 1878 1880 1882 1884 1886

S&P 500

IN
D

E
X

Sources:  Stooq.com, CIM

S&P 500

IN
D

E
X

Sources:  Stooq.com, CIM  
 

From March 1876 to March 1877 (when Hayes was inaugurated), the index, on a monthly 

average basis, fell 29.7%.  Although the recovery from the lows was robust, the March 1876 

level was not exceeded until October 1879.  As we will discuss in the upcoming WGR, the 1876 

election occurred during the long depression that began with the Panic of 1873, which was 

considered the worst economic downturn until the Great Depression.  Thus, the disputed election 

cannot be blamed for the entire decline, but it likely contributed.  Increased tensions in the 

November election is a factor the Asset Allocation Committee will grapple with in the upcoming 

portfolio rebalance. 

   
 

 

 

 

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 10/5/2020 close) 
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These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return.  Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 10/5/2020 close) 
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Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily.  The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

October 1, 2020 
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Based on our methodology,2 the current P/E is 28.1x, down 0.1x from last week.  Falling index 

values and higher earnings led to the decline. 

 

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

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

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

 
2 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes three actual quarters (Q4, Q1 and Q2) and one estimate (Q3). 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. 


