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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 25, 2022—9:30 AM EDT] Global equity markets are lower this morning. In 

Europe, the EuroStoxx 50 index is currently down 2.0% from its prior close. In Asia, the MSCI 

Asia Apex 50 closed down 2.9%.  Chinese markets were lower, with the Shanghai Composite 

down 5.1% from the prior day and the Shenzhen Composite down 6.5%.  U.S. equity index 

futures are signaling a lower open. With 100 companies having reported, the S&P 500 Q1 2022 

earnings stand at $52.60, lower than the $54.70 forecast for the quarter. The forecast reflects a 

4.7% increase from Q1 2021 earnings. Thus far this quarter, 76.0% of the companies have 

reported earnings above forecast, while 19.0% 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: 

 

• Bi-Weekly Geopolitical Report (4/11/2022) (with associated podcast): “The Bosnian 

Divide” 

• Weekly Energy Update (4/21/2022):  We take a look at the natural gas market. 

• Asset Allocation Quarterly - Q2 2022 (4/21/2022): Discussion of our asset allocation 

process, Q2 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (4/18/2022) (with associated podcast): “The Bank of Japan 

Cocks the Trigger” 

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

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

 

Our Comment opens with an update on the Russia-Ukraine war.  We next review a range of 

international and U.S. developments with the potential to affect the financial markets today.  

Perhaps the most important development on that score is that French President Macron has won 

re-election by a wider-than-expected margin.  Finally, we wrap up with our coronavirus 

coverage, where the news is much less positive.  The latest data shows COVID-19 continues to 

spread rapidly in China.  That raises a risk that the government’s strict pandemic lockdowns will 

slow global growth and exacerbate inflation going forward, which goes far toward explaining the 

weakness in global risk assets today. 

 

Russia-Ukraine:  Over the weekend, Russian forces continued to focus on conducting dispersed, 

small-scale probes against Ukrainian positions in the Donbas region of eastern Ukraine rather 

than holding back, regrouping, and resupplying, as some analysts believe they need to do.  

 

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_4_11_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_21_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_21_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q222.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Apr_18_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.wsj.com/articles/global-stocks-markets-dow-update-04-25-2022-11650872088?mod=markets_lead_pos2
https://www.wsj.com/articles/global-stocks-markets-dow-update-04-25-2022-11650872088?mod=markets_lead_pos2
https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-april-24
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-april-24
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Reports indicate those probes have produced virtually no significant territorial gains for the 

Russians.  In addition to their probing in the Donbas, the Russians also continue to attack 

military and civilian targets throughout the country with artillery, missiles, and aerial 

bombardment.  For example, they are reportedly planning yet another effort to clear the 

Ukrainian defenders holed up in the Azovstal Steel Plant at the southeastern port city of 

Mariupol, and over the weekend, they staged a missile attack against a large residential building 

in Odesa.  Meanwhile, consistent with the evidence we noted weeks ago, the Russian state-

owned media outlet Interfax quoted a Russian general saying the military’s war aims included 

taking control of not only the Donbas but all of Ukraine’s southern coast and perhaps even the 

country of Moldova.  The statement underscores the likelihood that President Putin’s aggression 

would not be satisfied by taking a chunk of Ukraine.  The risk that he could be seeking much 

more territory will continue to keep Western European nations on edge and should help ensure 

that the reinvigoration of NATO and the increase in Western defense budgets will continue. 

 

 
 

https://www.yahoo.com/news/russian-general-lets-slip-secret-115858854.html
https://www.yahoo.com/news/russian-general-lets-slip-secret-115858854.html
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• Adding to the evidence that Putin is far from stopping his war, people briefed on recent 

conversations with Putin say he truly believes the Russian media’s positive spin that the 

country is winning big.  Therefore, he is pushing for an all-out victory and has lost all 

interest in a negotiated settlement. 

• Yesterday, U.S. Secretary of State Blinken and Defense Secretary Austin traveled to 

Kyiv to underscore U.S. support for Ukraine.  Blinken and Austin were the highest-level 

U.S. officials to meet with Ukrainian President Zelensky in Kyiv since the war began. 

• To hide how badly Western economic sanctions are hurting the economy, the Russian 

government has stopped publishing a range of economic and financial data, including 

figures on oil production, international trade, government debt, and bank performance. 

 

France:  In yesterday’s run-off presidential election, centrist President Emmanuel Macron 

defeated far-right populist Marine Le Pen by a bigger-than-expected margin of about 58% to 

42%.  Macron’s re-election will likely be taken as a positive for European markets since it means 

Le Pen won’t be in a position to follow through on her nationalist, socially divisive policy 

proposals.  Some examples include her calls for France to take back power from the EU, pull out 

of NATO’s military command, align itself more closely with Russia, and erect new trade and 

immigration barriers. 

• Despite Le Pen’s loss, France and Europe, in general, will probably continue to face 

social tensions, political fracturing, and challenges from right-wing populists.  We note 

that France’s voter turnout yesterday was only 72%, its lowest participation rate since 

1969.  Le Pen’s performance was also the best by a right-wing populist in France since 

the end of World War II.  As in the U.S., popular discontent in Europe reflects a number 

of frustrations related to globalization, technological change, slowing economic growth, 

income and wealth inequality, and elitist politicians who often seem out of touch with the 

average citizen, especially among the middle classes. 

• Even though Macron will struggle to manage these challenges at home during his second 

term, the European Union will be much more stable and calmer than it would have been 

with Le Pen in the Élysée Palace.  We expect Macron to continue to push for the EU to 

develop its own independent, indigenous diplomatic and military power.  That may be 

disconcerting for those who look back with nostalgia on Europe’s relative weakness and 

deference to the U.S. in the decades when it was recovering from World War II.  

However, if Europe becomes stronger and more assertive while remaining generally in 

sync with U.S. policy goals, it will take some of the military, diplomatic, and economic 

burden off the U.S. as it tries to maintain its position as a leading global power. 

• Macron’s predisposition, along with the pressure he still faces from the right-wing 

nationalists, will likely also lead him to assert France’s power within the EU.  That may 

seem a distant threat to many people who focus on the “German Problem” and how it has 

played out over the last century, and to those blinded by France’s inability to defend itself 

in World War II.  However, it’s important to remember that France has been a dominant 

European power for far more of the last two thousand years than Germany has.  For much 

of those two thousand years, Europe quaked at the prospect of French armies on the 

march.  It’s no coincidence that the American revolutionaries turned to France, the 

https://www.ft.com/content/a16c4ecd-e835-4e71-a12d-c7bec9f34d7c
https://www.ft.com/content/a16c4ecd-e835-4e71-a12d-c7bec9f34d7c
https://www.wsj.com/articles/ukraines-volodymyr-zelensky-awaits-easter-visit-from-top-u-s-officials-11650794278?mod=hp_lead_pos8
https://www.wsj.com/articles/ukraines-volodymyr-zelensky-awaits-easter-visit-from-top-u-s-officials-11650794278?mod=hp_lead_pos8
https://www.wsj.com/articles/russia-blocks-economic-data-hiding-effect-of-western-sanctions-11650677765
https://www.ft.com/content/0a5a525b-a459-4741-b3d4-ca335cdc2d33
https://www.ft.com/content/0a5a525b-a459-4741-b3d4-ca335cdc2d33
https://www.politico.eu/article/macron-re-elected-for-second-term-as-french-president-projection/?utm_source=POLITICO.EU&utm_campaign=d70b4fe78d-EMAIL_CAMPAIGN_2022_04_25_04_54&utm_medium=email&utm_term=0_10959edeb5-d70b4fe78d-190480045
https://www.politico.eu/article/macron-re-elected-for-second-term-as-french-president-projection/?utm_source=POLITICO.EU&utm_campaign=d70b4fe78d-EMAIL_CAMPAIGN_2022_04_25_04_54&utm_medium=email&utm_term=0_10959edeb5-d70b4fe78d-190480045
https://www.resultats-elections.interieur.gouv.fr/presidentielle-2022/FE.html?utm_source=POLITICO.EU&utm_campaign=d70b4fe78d-EMAIL_CAMPAIGN_2022_04_25_04_54&utm_medium=email&utm_term=0_10959edeb5-d70b4fe78d-190480045
https://www.ft.com/content/b9f41cef-f5f8-4013-bdc2-196990b5f840
https://www.ft.com/content/b9f41cef-f5f8-4013-bdc2-196990b5f840
https://www.ft.com/content/088bc91c-edf5-472d-800c-75d0421d9fd5
https://www.ft.com/content/088bc91c-edf5-472d-800c-75d0421d9fd5
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superpower of the day, to serve as midwives for their independence in the late 1700s.  

With this history in mind, it will be interesting to see if Macron can strengthen and 

stabilize France and make it more assertive in European and global politics, especially as 

Germany has shown that it has apparently lost the will to power. 

 

Slovenia:  In another blow to Europe’s right-wing populism, Prime Minister Janša’s party 

suffered a heavy defeat in yesterday’s parliamentary elections.  The Freedom Movement, a leftist 

Green party taken over and revamped by businessman Robert Golob only in January, received 

around 33% of the vote, compared with 28% for Janša’s Slovenian Democratic Party. 

 

U.S. Technology Sector:  Press reports indicate Twitter (TWTR, $48.93) has caved billionaire 

Elon Musk and his effort to buy the company.  Reports say the two sides worked through the 

night to hash out a deal that would be valued at $54.20 a share, although there are no guarantees 

they will reach one. 

 

U.S. Labor Market:  New data shows that job-switchers are often reaping double-digit pay 

increases.  According to a survey by ZipRecruiter, 64% of recent job-switchers said their current 

job provides more pay than their previous job. Among these workers, nearly half received a raise 

of 11% or more, and nearly 9% are now making at least 50% more. 

• The big pay gains show how workers have gained bargaining power in the midst of 

today’s severe labor shortage. 

• The data also suggest that large increases in wage income may continue, giving workers 

more purchasing power and helping keep inflation high. 

 

Global Food Inflation:  Global palm oil prices have shot higher, and the Indonesian rupiah has 

dropped today after Jakarta levied a blanket ban on exports of the edible oil.  The action is in a 

bid to contain surging food prices resulting from the war in Ukraine. 

 

COVID-19:  Official data show confirmed cases have risen to  509,566,779 worldwide, with 

6,218,302 deaths.  The countries currently reporting the highest rates of new infections include 

South Korea, Germany, France, and Italy.  In the U.S., confirmed cases rose to 80,984,943, with 

991,254 deaths.  (For an interactive chart that allows you to compare cases and deaths among 

countries, scaled by population, click here.)  In data on the U.S. vaccination program, the number 

of people considered fully vaccinated now totals 219,338,297, equal to 66.1% of the total 

population. 

 

• In the U.S., the Omicron BA.2 variant continues to spread, but it is still generating 

relatively few serious illnesses or hospitalizations.  The seven-day average of people 

hospitalized with confirmed or suspected COVID-19 came in at 15,594 yesterday, up just 

4% from two weeks earlier.  Because of the low level of hospitalizations and general 

fatigue with the pandemic, the recent outbreak is generating few new policy responses. 

• Even though newly reported Chinese cases aren’t among the highest in the world, they 

are rising fast enough to raise concerns that the government’s strict “zero-COVID” 

policies will slow the global economy. 

https://www.politico.eu/article/janez-jansa-suffers-heavy-defeat-as-newcomer-party-wins-slovenian-election/?utm_source=POLITICO.EU&utm_campaign=d70b4fe78d-EMAIL_CAMPAIGN_2022_04_25_04_54&utm_medium=email&utm_term=0_10959edeb5-d70b4fe78d-190480045
https://www.wsj.com/articles/twitter-re-examines-elon-musks-bid-may-be-more-receptive-to-a-deal-11650822932?mod=hp_lead_pos1
https://www.wsj.com/articles/twitter-re-examines-elon-musks-bid-may-be-more-receptive-to-a-deal-11650822932?mod=hp_lead_pos1
https://www.wsj.com/articles/workers-are-changing-jobs-raking-in-big-raisesand-keeping-inflation-high-11650792602
https://www.wsj.com/articles/workers-are-changing-jobs-raking-in-big-raisesand-keeping-inflation-high-11650792602
https://www.ft.com/content/38b6df62-e863-4ba1-8274-138ccb2b061b
https://www.ft.com/content/38b6df62-e863-4ba1-8274-138ccb2b061b
https://www.nytimes.com/live/2022/04/25/world/mandates-cases-vaccine-covid-19?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=Interactive&variant=show&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.scmp.com/business/china-business/article/3175393/shanghai-adds-51-new-deaths-covid-19-takes-total-toll-138?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220425&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3175365&article_id_list=3175447,3175421,3175444,3175416,3175393,3175365,3175440,3175436&tc=22&CMCampaignID=b4915969b088c3b70bd995d33a70ad76
https://www.scmp.com/business/china-business/article/3175393/shanghai-adds-51-new-deaths-covid-19-takes-total-toll-138?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220425&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3175365&article_id_list=3175447,3175421,3175444,3175416,3175393,3175365,3175440,3175436&tc=22&CMCampaignID=b4915969b088c3b70bd995d33a70ad76
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o Shanghai’s deaths soared to 51, while symptomatic cases jumped 76.4 percent 

over 24 hours by 2,472, according to data released today. 

o Even more worrying, Beijing’s symptomatic cases more than doubled to 60, as 

authorities acknowledged that the coronavirus had spread in the Chinese capital 

without being detected for about a week.  Panic buying has gripped the Chinese 

capital as local cases rise and residents brace for a Shanghai-style lockdown. 

o Hong Kong reported 431 cases today.  The civil service chief admitted “gaps” 

existed in the anti-pandemic work undertaken by more than 140,000 government 

employees. 

 

U.S. Economic Releases  

 

The economic activity in the U.S. slowed in March, according to the Federal Reserve Bank of 

Chicago. The Chicago Fed National Activity Index came in at +0.44, lower than the previous 

month’s revised reading of +0.54 and consensus estimates of +0.45.  
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The above chart shows the six-month moving average of the Chicago FRB National Activity 

Index. The moving average rose from +0.435 to +0.518. 

 

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

 

 
 

EST Indicator Expected Prior Rating

10:30 Dallas Fed Manf. Activity m/m Apr 4.8 8.7 ***

Economic Releases

Federal Reserve

No Fed speakers or events today

https://www.ft.com/content/3d63ad95-6f6e-48ff-843d-dfb8f0aae207
https://www.ft.com/content/3d63ad95-6f6e-48ff-843d-dfb8f0aae207
https://www.scmp.com/news/hong-kong/health-environment/article/3175421/coronavirus-more-140000-hong-kong-government?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220425&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3175444&article_id_list=3175447,3175421,3175444,3175416,3175393,3175365,3175440,3175436&tc=9&CMCampaignID=b4915969b088c3b70bd995d33a70ad76
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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. 

 

 
 

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. 

 

 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan PPI Services y/y Mar 1.3% 1.1% 1.2% ** Equity and bond neutral

Leading Index CI m/m Feb 100.0 100.9 ** Equity and bond neutral

Coincident Index m/m Feb 96.8 95.5 ** Equity bullish, bond bearish

Nationwide Dept Sales y/y Mar 4.6% -0.7% ** Equity bullish, bond bearish

Tokyo Dept Store Sales y/y Mar 11.3% 5.1% ** Equity bullish, bond bearish

EUROPE

Eurozone Construction Output m/m Feb 1.9% 3.9% ** Equity bearish, bond bullish

Germany IFO Business Climate m/m Apr 91.8 90.8 89.0 ** Equity and bond neutral

IFO Current Assessment m/m Apr 97.2 97.0 95.9 ** Equity and bond neutral

IFO Expectations m/m Apr 91.8 85.1 83.5 ** Equity and bond neutral

UK Rightmove House Prices m/m Apr 1.6% 1.7% *** Equity and bond neutral

CBI Trends Total Orders m/m Apr 14 26 22 ** Equity bearish, bond bullish

CBI Trends Selling Prices m/m Apr 71 80 80 ** Equity bearish, bond bullish

CBI Business Optimism m/m Apr -34 -9 -15 ** Equity bearish, bond bullish

AMERICAS

Brazil FGV CPI IPC-S w/w 22-Apr 1.47% 1.84% 1.45% * Equity and bond neutral

FGV Consumer Confidence m/m Apr 78.6 74.8 ** Equity bullish, bond bearish

Canada Bloomberg Nanos Confidence w/w 22-Apr 57.5 57.2 *** Equity and bond neutral

Mexico Economic Activity IGAE y/y Feb 0.0% 1.8% 2.5% *** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 121 118 3 Up

3-mo T-bill yield (bps) 75 79 -4 Neutral

TED spread (bps) 46 39 7 Widening

U.S. Sibor/OIS spread (bps) 100 99 1 Up

U.S. Libor/OIS spread (bps) 105 103 2 Up

10-yr T-note (%) 2.83 2.90 -0.07 Up

Euribor/OIS spread (bps) -43 -46 3 Neutral

Currencies Direction

Dollar Up Up

Euro Down Down

Yen Down Down

Pound Down Down

Franc Down Down
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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. 

 

 
 

Weather 
 

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

Northwest, the Upper Midwest, and the Northeast, with warmer-than-normal temperatures in the 

Southwest and Florida.  The forecasts call for wetter-than-normal temperatures throughout the 

Pacific Northwest and the Southeast, with dry conditions in the New England and Southwest 

regions. 

Price Prior Change Explanation

Brent $101.93 $106.65 -4.43% Demand Pessimism

WTI $97.48 $102.07 -4.50%

Natural Gas $6.48 $6.53 -0.84%

Crack Spread $39.98 $40.98 -2.43%

12-mo strip crack $30.05 $30.95 -2.91%

Ethanol rack $2.92 $2.91 0.36%

Metals

Gold $1,917.44 $1,931.60 -0.73%

Silver $23.68 $24.14 -1.91%

Copper contract $449.50 $460.20 -2.33%

Grains

Corn contract $786.00 $789.00 -0.38%

Wheat contract $1,080.50 $1,075.25 0.49%

Soybeans contract $1,666.75 $1,688.00 -1.26%

Shipping

Baltic Dry Freight 2,307            2,239            68

Energy Markets
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Data Section 
 

U.S. Equity Markets – (as of 4/22/2022 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 4/22/2022 close) 

 

-20% 0% 20% 40%

Growth

US Corporate Bond

Small Cap

Emerging Markets ($)

Emerging Markets (local currency)

US Government Bond

Large Cap

Foreign Developed ($)

Mid Cap

US High Yield

Foreign Developed (local currency)

Real Estate

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 as of 4/20/2022 = 20.70x

 
 

 

Based on our methodology,1 the current P/E is 20.7x, down 0.3x from last week.  Lower index 

values lowered 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. 


