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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: April 6, 2022—9:30 AM EDT] Global equity markets are generally lower this 

morning. In Europe, the EuroStoxx 50 index is currently down 1.4% from its prior close. In Asia, 

the MSCI Asia Apex 50 closed down 2.1%. Chinese markets were relatively unchanged, with 

both the Shanghai Composite and the Shenzhen Composite up slightly above zero.  U.S. equity 

index futures are signaling a lower open.  
 

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: 

 

• Bi-Weekly Geopolitical Report (3/28/2022) (with associated podcast): “The New Era of 

Higher Defense Budgets” 

• Weekly Energy Update (3/31/2022):  Commercial crude oil stocks decline.  We touch on 

Russia’s call to force buyers to pay for its oil in rubles.   

• Asset Allocation Quarterly - Q1 2022 (1/20/2022): Discussion of our asset allocation 

process, Q1 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (4/4/2022) (with associated podcast): “Latin America’s Day 

in the Sun” 

• Confluence of Ideas podcast (3/25/2022): “The 2022 Outlook: Update #1” 

• Current Perspectives: “2022 Outlook: Update #1” (2/18/2022) 

 

Our Comment today opens with an update on the Russia-Ukraine war, where little has changed 

militarily over the last day, but geopolitical and economic pressures on Russia continue to 

mount.  We next review a range of international and U.S. developments with the potential to 

affect the financial markets today.  We wrap up with our pandemic coverage. 

 

Russia-Ukraine:  Militarily, reports continue to indicate that the Russian invasion forces in 

western Ukraine around the capital city of Kyiv are being pulled back, apparently for 

reequipping and regrouping before being redeployed to Kharkiv, the Donbas region of eastern 

Ukraine, and the country’s southeast coast.  Other fresh units based in Russia proper are also 

reportedly being prepared for action in eastern Ukraine.  In the meantime, the Russians continue 

to attack civilian areas throughout the country with artillery, missiles, and aerial bombs.  

Simultaneously, Ukrainian officials continue to unearth evidence of apparent war crimes in areas 

previously occupied by the Russians. 

 

Daily Comment 
 

By Patrick Fearon-Hernandez, CFA, 

and Thomas Wash 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_3_28_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_mar_31_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_mar_31_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q122.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Apr_04_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/wp-content/uploads/2022_Outlook_Update1_Feb2022.pdf
https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://informnapalm.org/en/russian-units-of-18th-mrd-transferred-from-kaliningrad-oblast-to-the-east-of-ukraine/
https://www.wsj.com/articles/execution-of-village-mayor-becomes-symbol-of-russian-brutality-in-ukraine-11649176611
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• In his virtual speech to the UN Security Council yesterday, Ukrainian President Zelensky 

warned that evidence of even more horrendous atrocities was likely to be uncovered.  In 

frustration that the UN probably can’t take action because of Russia’s permanent seat on 

the Security Council, Zelensky called for it to be reformed or dissolved. 

o Indeed, the UN is probably a major loser because of the war.  Since Russia has a 

veto over Security Council decisions by virtue of its seat in the group, it has been 

able to thwart UN efforts to stop the war.  The crisis has shown the UN to be 

powerless in disciplining permanent Security Council members and their allies. 

o Although the UN continues to enjoy public support for many of its initiatives, 

from food aid to helping set trade standards, its ineffectiveness in stopping the 

war will likely fuel calls for it to be reformed or dissolved, just as Zelensky 

demands.  As the world fractures into at least a U.S.-led bloc and a rival 

Chinese/Russian-led bloc with diametrically opposed values and policy aims, 

having all three of those lead countries on the Security Council will probably be a 

recipe for permanent stalemate. 

▪ Dismantling the UN system may not seem like a direct threat to investors, 

but it would probably be quite important. 

▪ Without a common and accepted forum for addressing global political 

disputes, the evolving blocs would be more likely to operate under a 

“might makes right” ethos in which destructive wars would be harder to 

avoid. 

• Meanwhile, the U.S. and its Western allies continue to impose new sanctions on Russia.  

The U.S. today will reportedly announce a new package of sanctions that would include a 

ban on all new investments in Russia.  Looking ahead, several senior, centrist European 

officials are now even calling for a ban on Russian oil and gas imports (for a breakdown 

of Europe’s major imports from Russia, see graph below).  Press reports indicate the 

previously announced sanctions are already having an impact within Russia. 

o Just days after the U.S. Treasury Department blocked U.S. banks from handling 

dollar payments from Russia, halting $649 million of interest and principal 

payments on a Russian dollar bond, the Russian government said it would try to 

make the payment today in rubles. 

o According to the Russian government, payments will instead be deposited into 

ruble-denominated accounts in Russia; the proceeds can be converted into dollars 

following the “restoration of the Russian Federation’s access to foreign currency 

accounts.” 

o While the Russian action illustrates the government’s effort to avoid an 

international bond default, the tough stance by the U.S. Treasury Department 

underscores how divergent the two sides are operating in the midst of the war. 

• In other economic fallout from the war, it turns out that crude oil isn’t the only type of oil 

being affected.  The war has also sparked a global shortage of sunflower oil, which has, 

in turn, pushed prices of other edible oils to record highs, hitting food makers and 

consumers already grappling with inflation.  Separately, the International Committee of 

https://www.wsj.com/articles/ukraines-zelensky-to-address-u-n-with-claims-of-alleged-russian-war-crimes-11649155565
https://www.ft.com/content/3d1315d7-b7b1-4ec6-8885-a1aeacf1fe61
https://www.ft.com/content/da05eabe-161a-43ee-a2a1-5e1a212583b4
https://www.wsj.com/articles/europe-to-propose-fresh-sanctions-on-russia-11649152947
https://www.politico.eu/article/pressure-mounts-on-berlin-to-block-russian-oil/?utm_source=POLITICO.EU&utm_campaign=cace238319-EMAIL_CAMPAIGN_2022_04_06_04_43&utm_medium=email&utm_term=0_10959edeb5-cace238319-190480045
https://www.wsj.com/articles/ukraine-war-sanctions-hit-home-for-everyday-russians-11649118196
https://www.ft.com/content/f10f7c1d-b7d2-44fd-b236-f58793637cb6
https://www.ft.com/content/f10f7c1d-b7d2-44fd-b236-f58793637cb6
https://www.wsj.com/articles/ukraine-war-sparks-global-scramble-for-cooking-oils-11649239342
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the Red Cross yesterday warned a quarter of Africa’s population is facing a food-security 

crisis driven by severe drought, raging wars, and a rise in world food prices caused by 

Russia’s invasion of Ukraine, 

 

 
 

Hungary:  Just days after Prime Minister Orban, a right-wing nationalist and Russia 

sympathizer, scored reelection by a landslide, the European Union has launched a process that 

could allow it to impose financial penalties on Hungary for corruption and rule-of-law abuses.  

Use of the “conditionality mechanism” could jeopardize some of the €24 billion that Budapest is 

due to receive up to 2027. 

 

Sri Lanka:  The country is facing a foreign exchange crisis as its government grapples with 

looming debt payments, widespread protests, and an economic emergency.  After President 

Rajapaksa yesterday was forced to end emergency rule imposed just days earlier, the Sri Lankan 

rupee is hovering near 300 per dollar.  It is down 32% year-to-date and lagging even Russia’s 

ruble. 

• The crisis stems in part from rising commodity prices following the outbreak of the 

Ukraine war, as well as rising interest rates around the world. 

• The crisis, therefore, illustrates how emerging markets around the world are facing 

growing economic, social, and financial risks. 

 

U.S. Monetary Policy:  Federal Reserve Governor Brainerd, who has ordinarily been considered 

a dove on inflation, yesterday said “it is of paramount importance” for the central bank to start 

reducing today’s fast price increases, both by hiking interest rates and selling down its portfolio. 

• Brainerd’s statement sparked a sharp sell-off in longer-maturity bonds, with the yield on 

the 10-year Treasury note jumping to 2.600% from 2.409% on Monday. 

https://www.wsj.com/articles/a-quarter-of-africans-face-food-security-crisis-partly-due-to-ukraine-war-red-cross-says-11649176087
https://www.wsj.com/articles/a-quarter-of-africans-face-food-security-crisis-partly-due-to-ukraine-war-red-cross-says-11649176087
https://www.ft.com/content/52215b5f-6e44-4363-b630-30f7516dcdc6
https://www.ft.com/content/52215b5f-6e44-4363-b630-30f7516dcdc6
https://www.ft.com/content/b6c91edf-d8b3-42d6-8eef-c42f2f2544b3
https://www.wsj.com/articles/feds-brainard-says-reducing-elevated-inflation-is-of-paramount-importance-11649167528?mod=hp_lead_pos2
https://www.wsj.com/articles/feds-brainard-says-reducing-elevated-inflation-is-of-paramount-importance-11649167528?mod=hp_lead_pos2
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• With the jump in longer-term yields, the yield curve inversion that began last week was 

erased—just barely.  By day’s end, the yield on the 2-year Treasury note stood slightly 

below the 10-year yield at 2.580%. 

• Fed policymakers are clearly in a panic over inflation and currently plan to tighten policy 

aggressively to fight it.  We should learn more about their plans later today when they 

release the minutes from their March meeting.  Nevertheless, we continue to doubt that 

the policymakers will be able to hike rates as fast or as far as they intend without 

exposing financial fragilities or unduly slowing the economy. 

 

U.S. Agriculture:  Amid the search for hedges against galloping inflation, investors are 

reportedly ramping up their purchases of U.S. farmland and driving up prices.  Land values in 

the Midwest grain belt have gained 25-30% in just the past year, and auctions draw intense 

bidding for available ground.  Real estate investment trusts (REITs) focused on farmland, such as 

Farmland Partners (FPI, 13.83), have also been strongly appreciating. 

 

COVID-19:  Official data show confirmed cases have risen to  493,765,532 worldwide, with 

6,159,580 deaths.  In the U.S., confirmed cases rose to 80,209,061, with 982,585 deaths.  (For an 

interactive chart that allows you to compare cases and deaths among countries, scaled by 

population, click here.)  Meanwhile, in data on the U.S. vaccination program, the number of 

people who are considered fully vaccinated now totals 217,955,850, equal to 65.6% of the total 

population. 

 

Virology 

• In the U.S., the seven-day average of people hospitalized with a confirmed or suspected 

COVID-19 came in at 15,383 yesterday, down 27% from two weeks earlier. 

• Even though new cases and hospitalizations remain low in the U.S., the Omicron BA.2 

variant that has been sweeping through parts of Europe and Asia is starting to boost cases 

in the northeast U.S.  The mixed signals are prompting officials to warn that BA.2 will 

likely lead to a more viral transmission.  There is hope among public-health experts that 

warming weather and built-up immunity in the population are muting the variant’s 

impact. 

• In China, the authorities recorded more than 16,400 new local cases on Monday, the 

highest daily tally in mainland China in more than two years. Over 80% of the latest daily 

cases were in Shanghai. 

 

Economic and Financial Market Impacts 

• Also in China, new data shows the government’s strict lockdowns have had a devastating 

effect on the country’s service sector.  As shown in the data tables below, the March 

Caixin services PMI dropped all the way to 42.0 from 50.2 in February.  Like all major 

PMIs, the Caixin services PMI is designed so that readings below 50 point to contracting 

activity. 

• Separately, the lockdowns are also exacerbating serious shortages of fertilizer, labor, and 

seeds, just as many of the country’s biggest agricultural provinces prepare for their 

https://www.ft.com/content/883c976f-c4fb-4874-8f2f-ad5e97980729
https://www.ft.com/content/883c976f-c4fb-4874-8f2f-ad5e97980729
https://www.nytimes.com/live/2022/04/06/world/covid-19-mandates-cases-vaccine?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=Interactive&variant=1_BlueLink&is_new=false
https://coronavirus.jhu.edu/map.html
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://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://www.nytimes.com/interactive/2021/us/covid-cases.html?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=LegacyCollection&variant=1_BlueLink&is_new=false
https://www.wsj.com/articles/omicron-ba-2-variant-pressures-parts-of-u-s-11649181325?mod=hp_lead_pos12
https://www.wsj.com/articles/omicron-ba-2-variant-pressures-parts-of-u-s-11649181325?mod=hp_lead_pos12
https://www.wsj.com/articles/covid-cases-in-china-hit-record-as-shanghai-extends-lockdown-11649154418
https://www.wsj.com/articles/chinas-services-sector-posts-steepest-decline-since-pandemics-start-11649225038
https://www.ft.com/content/17aaf112-be52-4695-9f2d-849a50ea3c2d
https://www.ft.com/content/17aaf112-be52-4695-9f2d-849a50ea3c2d
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crucial spring planting season.  According to official data, as many as a third of farmers 

in northeastern Jilin, Liaoning, and Heilongjiang provinces have insufficient inputs after 

authorities sealed off villages to fight the pandemic. 

 

U.S. Policy Responses 

• As early as today, the Biden administration will announce plans to extend until the end of 

August a pause on federal student-loan payments. 

 

U.S. Economic Releases  

 

Demand for mortgage applications slipped for the third consecutive week, according to the 

Mortgage Bankers Association.  In the week ending April 1, the MBA mortgage applications 

index fell 6.25% from the prior week. The drop was led by a decline in refinance applications, 

which fell 10% from the previous week.  Meanwhile, the index for home purchases fell 3.4% 

from the prior week. The sustained decrease in the number of applications is likely related to 

rising mortgage rates. The average 30-year fixed-rate mortgage increases 10 bps from 4.8% to 

4.9%. 

 

The table below lists the economic releases and/or Fed events scheduled for the rest of today. 

 

 

 

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. 

 

EST Speaker or Event

9:30 Patrick Harker Discusses Economic Outlook

14:00 FOMC Meeting Minutes Federal Reserve Board

President of the Federal Reserve Bank of Philadelphia

Economic Releases

 No economic releases today

Federal Reserve

District or Position

https://www.wsj.com/articles/biden-administration-to-extend-student-loan-payment-moratorium-until-end-of-august-11649181610
https://www.wsj.com/articles/biden-administration-to-extend-student-loan-payment-moratorium-until-end-of-august-11649181610
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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. 

 

 
 

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. 

 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Caixin China PMI Composite m/m Mar 43.9 50.1 ** Equity bearish, bond bearish

Caixin China PMI Services m/m Mar 42 50.2 49.7 ** Equity bearish, bond bearish

India S&P Global India PMI Composite m/m Mar 54.3 53.5 ** Equity bullish, bond bearish

S&P Global India PMI Services m/m Mar 53.6 51.8 ** Equity bullish, bond bearish

New Zealand ANZ Commodity Price m/m Mar 3.9% 3.9% ** Equity and bond neutral

EUROPE

Eurozone S&P Global Eurozone Services PMI m/m Mar 55.6 54.8 54.8 ** Equity bullish, bond bearish

S&P Global Eurozone Composite PMI m/m Mar 54.9 54.5 54.5 ** Equity and bond neutral

France Industrial Production m/m Feb -0.9% 1.6% -0.3% *** Equity bearish, bond bullish

Manufacturing Production m/m Feb -0.5% 1.8% *** Equity bearish, bond bullish

S&P Global France Services PMI m/m Mar 57.4 57.4 57.4 ** Equity and bond neutral

S&P Global France Composite PMI m/m Mar 56.3 56.2 56.2 ** Equity and bond neutral

Germany S&P Global Germany Services PMI m/m Mar 56.1 55.0 55.0 ** Equity bullish, bond bearish

S&P Global Germany Composite PMI m/m Mar 55.1 54.6 54.6 ** Equity and bond neutral

Eurozone PPI y/y Feb 31.4% 30.6% 31.6% ** Equity and bond neutral

Germany Factory Orders m/m Feb -2.2% 1.8% -0.3% ** Equity bearish, bond bullish

S&P Global Germany Construction PMI m/m Mar 50.9 54.9 ** Equity bearish, bond bullish

UK S&P Global/CIPS UK Construction PMI m/m Mar 59.1 59.1 58 ** Equity and bond neutral

Russia Light Vehicle Car Sales y/y Mar -62.9% -4.8% * Equity bearish, bond bearish

AMERICAS

Brazil S&P Global Brazil Composite PMI m/m Mar 56.6 53.5 ** Equity bullish, bond bearish

S&P Global Brazil Services PMI m/m Mar 58.1 54.7 ** Equity bullish, bond bearish

Vehicle Sales Fenabrave m/m Mar 146816 129276 ** Equity and bond neutral

Canada International Merchandise Trade m/m Feb 2.66b 2.62b 3.00b *** Equity and bond neutral

Mexico International Reserves Weekly w/w 1-Apr $200726m $200530m ** Equity and bond neutral

Formal Job Creation Total m/m Mar 64.6k 178.9k ** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 97 96 1 Up

3-mo T-bill yield (bps) 64 64 0 Neutral

TED spread (bps) 33 32 1 Widening

U.S. Sibor/OIS spread (bps) 74 72 2 Up

U.S. Libor/OIS spread (bps) 78 76 2 Up

10-yr T-note (%) 2.63 2.55 0.08 Up

Euribor/OIS spread (bps) -47 -45 -2 Neutral

Currencies Direction

Dollar Flat Up

Euro Flat Down

Yen Down Down

Pound Down Down

Franc Down Down
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Weather 
 

The 6-10 and 8-14 day forecasts currently call for cooler-than-normal temperatures to move from 

the Pacific region into the Midwest, with warmer-than-normal temperatures expected for the East 

Coast.  The forecasts call for wetter-than-normal conditions for most of the country, while dry 

conditions are anticipated for the East Coast. 

Price Prior Change Explanation

Brent $108.16 $106.64 1.43% Rising Transportation Costs

WTI $103.64 $101.96 1.65%

Natural Gas $6.15 $6.03 1.89%

Crack Spread $35.56 $34.94 1.77%

12-mo strip crack $27.04 $26.51 2.01%

Ethanol rack $2.52 $2.51 0.16%

Metals

Gold $1,929.71 $1,923.60 0.32%

Silver $24.38 $24.32 0.22%

Copper contract $477.50 $479.50 -0.42%

Grains

Corn contract $756.50 $759.75 -0.43%

Wheat contract $1,032.00 $1,045.25 -1.27%

Soybeans contract $1,635.00 $1,631.00 0.25%

Shipping

Baltic Dry Freight 2,213            2,307            -94

Actual Expected Difference

Crude (mb) -2.9

Gasoline (mb) 0.3

Distillates (mb) -5.5

Refinery run rates (%) 0.3%

Natural gas (bcf) -28.0

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 4/5/2022 close) 

 

-20% 0% 20% 40% 60%

Consumer Discretionary

Communication Services

Technology

Real Estate

S&P 500

Industrials

Financials

Healthcare

Materials

Consumer Staples

Utilities

Energy

YTD Total Return

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

Consumer Discretionary

Technology

Energy

Industrials

Communication Services

S&P 500

Materials

Financials

Real Estate

Consumer Staples

Healthcare

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 4/5/2022 close) 

 

-20% -10% 0% 10% 20% 30%

US Corporate Bond

Small Cap

Growth

US Government Bond

Mid Cap

Foreign Developed ($)

Emerging Markets ($)

Emerging Markets (local currency)

US High Yield

Large Cap

Real Estate

Foreign Developed (local currency)

Value

Cash

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), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

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 

 

March 31, 2022 
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P/E as of 3/30/2022 = 21.0x

 
 

 

Based on our methodology,1 the current P/E is 21.0x, unchanged from last week.   
 

 

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

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

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

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


