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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 29, 2022—9:30 AM EDT] Global equity markets are mixed this morning. In 

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

Asia Apex 50 closed up 4.2%. Chinese markets ended higher, with the Shanghai Composite up 

2.4% from the prior day and the Shenzhen Composite up 3.9%. In contrast, U.S. equity index 

futures are signaling a lower open. With 240 companies having reported, the S&P 500 Q1 2022 

earnings stand at $53.70, lower than the $54.70 forecast for the quarter. The forecast reflects a 

4.7% increase from Q1 2021 earnings. Thus far this quarter, 81.3% of the companies have 

reported earnings above forecast, while 15.4% 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 (4/25/2022) (with associated podcast): “The Russians 

Respond” 

• Weekly Energy Update (4/28/2022): We update the EU situation related to the Ukraine 

War. 

• 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) 

• Charts Worth Noting:  We look at the relationship between the policy rate, 

unemployment, and inflation.  

Good morning! Today's report begins with a brief update on the Russia-Ukraine war. Next, we 

review international news, focusing on the yen's depreciation against the dollar. Afterward, we 

discuss U.S. economic and policy news. We end with our COVID-19 coverage.  

Russian and Ukrainian troops have made no notable gains. Meanwhile, NATO forces are set to 

participate in military exercises in a move designed to deter further Russian aggression in 

Europe. We suspect Russian attacks will ramp up next week as Russian President Vladimir Putin 

seeks to find a military victory before he speaks on May 9. The aptly named Victory Day 

commemorated Nazi Germany's surrender in 1945; given Moscow's insistence that Ukraine has 

been "Nazified," we suspect he will use this day to promote Russia's success in Ukraine.  

 

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_25_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_28_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_28_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.usatoday.com/story/news/politics/2022/04/15/russia-holiday-may-9-ukraine-putin/7309151001/?gnt-cfr=1
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● Russia plans to introduce the ruble in Kherson on May 1, but the locals, who oppose 

Russian troops occupying their city, did not take the news well.  

● Meanwhile, two U.K. aid workers were kidnapped by Russian forces, and a former U.S. 

marine died fighting in Ukraine. These reports suggest the war is slowly starting to 

impact countries outside of Russia and Ukraine.  

International news 

BOJ strikes back: The yen fell to its lowest level against the dollar in 20 years, with the 

exchange rate hitting ¥130 on Thursday. Over the last few weeks, the dollar has rallied against 

other major currencies due to the war in Ukraine, COVID-19 lockdowns in China, and hawkish 

fed policy. However, the dollar's appreciation against the yen is unique in that it appears to be a 

deliberate policy move by the Bank of Japan. While the rest of the world has been looking to 

tighten monetary policy to combat inflation, the BOJ pledged to defend its yield target with 

unlimited bond-buying. The move by the BOJ suggests that the central bank is deliberately 

trying to keep its currency relatively weak compared to the rest of the world, likely in an attempt 

to promote export growth. Unlike most developed countries, Japan's inflation rate is well below 

two percent, although it has been rising. Because of the lack of price pressure, the BOJ may view 

the global shift toward tighter monetary policy as an opportunity to boost economic growth 

domestically as the economy recovers from its recent COVID-19 outbreak. We suspect risk 

assets in Japan may become more attractive in the future. 

Germany-China: The war in Ukraine is forcing Germany to rethink its entire foreign policy. On 

Thursday, Germany announced it would drop its opposition to Russia's oil embargo. The move 

comes after Russia cut off gas supplies to Poland and Hungary due to each country’s refusal to 

pay for fuel using rubles. Additionally, Germany is beginning to view its relationship with China 

as untenable, given Beijing's support for Russia. Even though China has consistently maintained 

that it seeks to remain neutral in the Ukraine-Russia conflict, it recently announced that it would 

remove tariffs on Russian coal. The move by China will make it easier for Russia to sell its 

energy as it looks to fund its invasion. Our view is that the world is moving toward multipolarity, 

where power is shared among several states instead of one dominant hegemon. We suspect the 

world is slowly moving toward blocs led by the U.S. and China.  

● As Europe moves away from Russia, it builds closer ties with the U.S. The U.S. has 

agreed to provide the EU with liquified natural gas through 2030.  

● Beijing referred to its relationship with Russia as the new model for the world. The 

reference alludes to countries wanting the world to move away from building alliances 

against individual countries.  
 

U.S. economic and policy news 

GDP report: The latest GDP report showed the economy shrank at an annualized rate of 1.4% 

in the first quarter. The contraction was caused by an acceleration in imports, a decline in 

inventory building, and a reduction in government spending. Yet, despite the drop in growth, we 

remain optimistic about the economy. The decrease in government spending and inventory 

https://www.nytimes.com/live/2022/04/28/world/ukraine-russia-war-news/russia-introduces-the-ruble-in-a-ukrainian-city-it-is-struggling-to-subdue?smid=url-copy
https://www.bbc.com/news/uk-61268817
https://www.businessinsider.com/former-us-marine-22-killed-fighting-for-ukraine-reports-say-2022-4
https://www.ft.com/content/c66b7f5b-3152-4763-a8cc-cdaa846d3fa1
https://www.wsj.com/articles/germany-drops-opposition-to-russian-oil-embargo-11651155915?mod=hp_lead_pos8
https://www.nytimes.com/live/2022/04/28/world/ukraine-russia-war-news/china-russia-tariffs-coal?smid=url-copy
https://www.nytimes.com/live/2022/04/28/world/ukraine-russia-war-news/china-russia-tariffs-coal?smid=url-copy
https://www.wsj.com/articles/as-europe-thirsts-for-natural-gas-u-s-eu-signal-support-for-long-term-deals-11651174342?mod=livecoverage_web
https://www.bloomberg.com/news/articles/2022-04-29/china-calls-russia-relationship-a-new-model-for-the-world?sref=uIvt3NFS
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building is likely temporary. Government spending was driven mainly by a decline in defense 

spending, likely increasing as the U.S. spends more to help Ukraine defend itself against Russia. 

Meanwhile, the drop in inventory spending is related to supply chain issues that should improve. 

Additionally, we suspect that consumption should accelerate in the next quarter; people tend to 

spend more on leisure and hospitality in the warmer months. The trade deficit will likely remain 

a liability for the economy. The increase in imports value was related to a rise in trade prices, 

particularly fuel. Although we are confident that this report will not impact the Fed's decision to 

raise rates next week, the weak GDP information could prevent the Fed from attempting a more 

hawkish policy, such as a 75 bp rate hike later this year.  

• President Biden is expected to ask Congress to authorize another $30 billion in aid for 

Ukraine as the White House seeks to boost security and humanitarian assistance. The U.S. 

is looking to bolder Ukraine security, we expect defense companies will benefit. The chart 

below shows several defense companies, such as Lockheed Martin (LMT, $441.71), 

Northrop Grumman (NOC, $445.71), Raytheon (RTX, $98.00), and General Dynamics 

(GD, $241.20), have already experienced a boost following the Russian invasion.1  

 

 
1 Boeing (BA, $154.22) is also included in the chart. 

https://thehill.com/news/3470094-biden-seeks-over-30b-in-ukraine-assistance-from-congress/
https://thehill.com/news/3470094-biden-seeks-over-30b-in-ukraine-assistance-from-congress/
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Build Back Better: President Biden’s agenda faced another setback after Senator Joe Manchin 

(WV-D) announced that he was not willing to support a spending package that would expand EV 

credits from $7,500 to $12,500.  

COVID-19: The number of reported cases is 512,225,941, with 6,230,957 fatalities. In the U.S., 

there are 81,249,259 confirmed cases with 993,156 deaths. For illustration purposes, the FT has 

created an interactive chart that allows one to compare cases across nations using similar scaling 

metrics. The CDC reports that 725,595,715 doses of the vaccine have been distributed, with 

574,738,978 doses injected. The number receiving at least one dose is 257,496,852, while the 

number of second doses is 219,550,028, and the number of the third dose, granting the highest 

level of immunity, is 100,411,112. The FT has a page on global vaccine distribution.  

● In a sign that the pandemic is entering its final stages, Denmark has officially announced 

that it will end its COVID-19 vaccination program.  

● Measles cases are starting to surge worldwide as the pandemic disrupted childhood 

vaccinations.  

 

U.S. Economic Releases  

 

In today’s key economic report, March personal income rose by a seasonally adjusted 0.5%, 

beating expectations of an increase of only 0.4% but still trailing the revised 0.7% expansion in 

February. Meanwhile, March personal consumption expenditures (PCE) jumped 1.1%, smashing 

through expectations that they would rise at the same 0.6% rate as in February. When looking at 

these volatile numbers, it’s important to remember that incomes and spending are still heavily 

distorted by the impact of the pandemic, including the ebb and flow of government support 

programs and changing labor market dynamics. Reflecting those dynamics, personal income in 

March was down 11.6% from the same month one year earlier, while PCE was up 9.1%. The 

chart below shows the year-over-year change in personal income and PCE since before the prior 

recession. 

 

 

https://www.reuters.com/business/autos-transportation/key-senator-questions-need-expanding-us-ev-tax-credit-2022-04-28/
https://www.reuters.com/business/autos-transportation/key-senator-questions-need-expanding-us-ev-tax-credit-2022-04-28/
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.cnbc.com/2022/04/28/denmark-the-first-country-to-halt-its-covid-vaccination-program.html
https://www.cnbc.com/2022/04/28/denmark-the-first-country-to-halt-its-covid-vaccination-program.html
https://www.france24.com/en/africa/20220427-measles-cases-surge-80-as-covid-interrupts-vaccination-campaigns
https://www.france24.com/en/africa/20220427-measles-cases-surge-80-as-covid-interrupts-vaccination-campaigns
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The personal income and spending report also includes a measure of the personal savings rate, 

defined as the share of disposable (after-tax) personal income that isn’t spent on the consumption 

of goods and services. In March, the personal savings rate fell to a seasonally adjusted 6.2% 

compared with 6.8% in February. As consumers continue to face both a strong labor market and 

fast-rising prices, they rapidly are spending down the savings they accumulated during the 

pandemic. The savings rate is now at one of its lowest levels of the last decade. The chart below 

shows how the personal savings rate has changed since just before the previous recession. 
 

 
 

The income and spending report includes the Fed’s preferred gauge of price inflation. Excluding 

the volatile food and energy components, the March Core PCE Deflator was up 5.2% from 

March 2021. That was better than expectations that the year-over-year increase would remain at 

5.3%, where it stood in February, but it still indicated inflation is running far above the Fed’s 

target of 2.0%. The chart below shows the year-over-year increase in the Core PCE Deflator 

since before the previous recession. 
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Finally, in a separate report today, the first-quarter Employment Cost Index (ECI) rose by a 

seasonally adjusted 1.4%. The rise was more than the expected increase of 1.1% and the previous 

quarter’s gain of 1.0%. In fact, it was the biggest in decades. Interestingly, the rise in 

employment costs in the first quarter was driven by benefit expenses rather than wage rates, 

although the opposite has been more common recently. Compared with the first quarter of 2021, 

the overall ECI was up 4.5%, with wage costs up 4.7% and benefit costs up 4.1%. The chart 

below shows the year-over-year change in the ECI and its components since just before the prior 

recession. 

 

 
 

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

 

 
 

Charts Worth Noting: With the FOMC meeting next week, we wanted to preview the 

challenges facing policymakers. The chart below is based on research from Larry Summers, who 

argues that when the spread between unemployment and inflation is wide, recessions are difficult 

to avoid. In this chart, we look at fed funds relative to the difference between the yearly change 

in CPI and the unemployment rate.  

 

EST Indicator Expected Prior Rating

9:45 MNI Chicago PMI m/m Apr 62.0 62.9 ***

10:00 U. of Michigan Consumer Sentiment m/m Apr F 65.7 65.7 ***

10:00 U. of Michigan Current Conditions m/m Apr F 68.0 68.1 **

10:00 U. of Michigan Expectations m/m Apr F 64.1 64.1 **

10:00 U. of Michigan 1-Year Inflation Expectation m/m Apr F 5.4% 5.4% *

10:00 U. of Michigan 5-10 Year Inflation Expectation m/m Apr F 3.0% *

Economic Releases

Federal Reserve

No Fed speakers or events today
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This chart stands out because 

problems develop when this 

difference between CPI and 

the unemployment rate is 

positive. In the 1967-81 

period, when inflation became 

a problem, this relationship 

was often positive. And, when 

it was positive, a recession 

resulted in each event. After 

1980, the Fed didn’t let this 

relationship become positive, 

that is, until now. After the 

experience of the 1970s, the 

FOMC tended to move 

preemptively; as the CPI-

unemployment measure 

approached zero, the committee began raising the policy rate. However, Chair Powell has 

disavowed preemption, arguing that the policy needlessly suppressed employment. By not 

moving to raise rates as CPI rose above the unemployment rate, policymakers now find 

themselves in the same position they were on three occasions during the 1970s. This data argues 

the FOMC will need to raise rates rather aggressively, increasing the risk of recession.  

 

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. 
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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

Australia Private Sector Credit y/y Mar 7.8% 7.9% 8.0% ** Equity and bond neutral

PPI y/y Q1 4.9% 3.7% ** Equity bearish, bond bearish

South Korea Industrial Production y/y Mar 3.7% 6.3% 4.0% *** Equity bearish, bond bullish

EUROPE

Eurozone CPI y/y Apr 7.5% 7.5% 7.5% *** Equity and bond neutral

Core CPI y/y Apr P 3.5% 2.9% 3.2% ** Equity bearish, bond bearish

M3 Money Supply y/y Mar 6.3% 6.4% 6.2% *** Equity and bond neutral

GDP y/y Q1 A 5.0% 4.7% 5.0% *** Equity and bond neutral

Germany Import Price Index y/y Mar 31.2% 26.3% 28.6% ** Equity bearish, bond bearish

GDP NSA y/y Q1 P 4.0% 1.8% 3.7% ** Equity bullish, bond bearish

GDP WDA y/y Q1 P 3.7% 1.8% 3.6% ** Equity bullish, bond bearish

France CPI y/y Apr P 4.8% 4.5% 4.6% *** Equity bearish, bond bearish

CPI, EU Harmonized y/y Apr P 5.4% 5.1% 5.1% ** Equity bearish, bond bearish

PPI y/y Mar 26.5% 22.4% * Equity bearish, bond bearish

GDP y/y Q1 P 5.3% 5.5% 5.5% ** Equity and bond neutral

Italy CPI, EU Harmonized y/y Apr P 6.6% 6.8% 6.5% *** Equity and bond neutral

CPI NIC Including Tobacco y/y Apr P 6.2% 6.5% 6.4% ** Equity and bond neutral

PPI y/y Mar 46.5% 41.3% ** Equity bearish, bond bearish

GDP WDA y/y Q1 P 5.8% 6.2% 5.8% ** Equity and bond neutral

UK Nationwide House Price Index y/y Apr 12.1% 14.3% 12.6% *** Equity bearish, bond bullish

Switzerland Real Retail Sales y/y Mar -6.6% 12.5% ** Equity bearish, bond bullish

AMERICAS

Canada GDP y/y Feb 4.5% 3.5% 4.1% ** Equity bullish, bond bearish

Mexico GDP NSA y/y Q1 P 1.6% 1.1% 1.6% *** Equity and bond neutral

Brazil National Unemployment Rate m/m Mar 11.1% 11.2% 11.4% * Equity bullish, bond bearish

Current Account Balance m/m Feb -$2.414b -$8.146b -$1.426b ** Equity and bond neutral

Foreign Direct Investment m/m Feb $11.843b $4.709b $10.000b ** Equity bullish, bond bearish

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 124 124 0 Up

3-mo T-bill yield (bps) 76 81 -5 Neutral

TED spread (bps) 48 43 5 Widening

U.S. Sibor/OIS spread (bps) 112 109 3 Up

U.S. Libor/OIS spread (bps) 117 114 3 Up

10-yr T-note (%) 2.86 2.83 0.03 Up

Euribor/OIS spread (bps) -44 -45 1 Neutral

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Up Down

Pound Up Down

Franc Flat Down
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Weather 
 

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

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

Upper Midwest. The forecasts call for wetter-than-normal conditions in the Northern Rockies, 

the Great Plains, and the Midwest, with dry conditions in the Southwest. 

Price Prior Change Explanation

Brent $109.53 $107.59 1.80%

WTI $106.37 $105.36 0.96%

Natural Gas $6.82 $6.89 -1.06%

Crack Spread $48.33 $47.73 1.27%

12-mo strip crack $33.78 $33.53 0.75%

Ethanol rack $2.88 $2.89 -0.23%

Metals

Gold $1,916.23 $1,894.45 1.15%

Silver $23.47 $23.15 1.38%

Copper contract $447.65 $443.35 0.97%

Grains

Corn contract $814.50 $813.50 0.12%

Wheat contract $1,094.50 $1,085.75 0.81%

Soybeans contract $1,696.00 $1,684.75 0.67%

Shipping

Baltic Dry Freight 2,403            2,425            -22

Actual Expected Difference

Crude (mb) 0.7 0.0 0.7

Gasoline (mb) -1.6 1.0 -2.6

Distillates (mb) -1.4 -1.0 -0.4

Refinery run rates (%) -0.7% 0.0% -0.7%

Natural gas (bcf) 40.0 38.0 2.0

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 4/28/2022 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 4/28/2022 close) 

 

-20% 0% 20% 40%

Growth

Small Cap
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US Corporate Bond
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Emerging Markets (local currency)

US Government Bond

Large Cap

Mid Cap
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Value
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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 

 

April 28, 2022 
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P/E as of 4/27/2022 = 20.4x

 
 

 

Based on our methodology,2 the current P/E is 20.4x, 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. 

 
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 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. 


