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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: August 3, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

Europe, the EuroStoxx 50 is up 0.1% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed relatively flat.  Chinese markets were lower, with the Shanghai Composite down 0.5% 

from its prior close and the Shenzhen Composite down 0.5%.  U.S. equity index futures are 

signaling a higher open.  With 296 companies having reported, the S&P 500 Q2 2021 earnings 

stand at $51.10, higher than the $45.31 forecast for the quarter.  The forecast reflects a 60.0% 

increase from Q2 2020 earnings.  Thus far this quarter, 87.5% of the companies have reported 

earnings above forecast, while 10.5% 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: 

• Weekly Geopolitical Report (8/02/2021): “Power, Influence, and Leadership in 

Geopolitics” 

• Weekly Energy Update (7/29/2021): Oil inventories decline, and iron-air batteries could 

bring a notable change to the attractiveness of renewable power  

• Asset Allocation Q2 2021 Rebalance Presentation (5/20/2021): A video discussion of our 

asset allocation process, portfolio changes in Q2, and the macro environment 

• Asset Allocation Weekly (7/30/2021) (with associated podcast and chart book): We look 

at where bond yields are likely headed, focusing on the 10-year Treasury 

• Confluence of Ideas podcast (7/7/2021): “The Geopolitics of Taiwan and the Issue of 

Globalization” 

 

In today’s Comment, we open with a review of various U.S. developments related to fiscal 

policy, the labor market, and the natural gas market.  We discuss several international items that 

could affect the financial markets today.  Finally, we take a look at the latest news related to the 

coronavirus pandemic. 

 

U.S. Fiscal Policy:  New details are finally emerging on the 2,700-page, $1 trillion “hard” 

infrastructure bill that a bipartisan group of senators agreed to Sunday night.  Among the key 

funding provisions, the bill would provide: 

• $110 billion in funding for roads, bridges, and similar major projects, as well as 

approximately $11 billion for highway and pedestrian safety upgrades 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_8_2_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_july_29_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_July_30_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/whats-in-the-bipartisan-infrastructure-agreement-and-what-hurdles-lie-ahead-11627515002
https://www.wsj.com/articles/whats-in-the-bipartisan-infrastructure-agreement-and-what-hurdles-lie-ahead-11627515002
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• $39 billion to modernize and make public transit more accessible to the disabled and 

elderly.  Significant chunks of that money will go to major city transit systems, like New 

York City’s, based on federal funding formulas. 

• $66 billion for rail maintenance, modernization, and expansion, most of which will go to 

Amtrak. 

• $42 billion for ports and airport upgrades 

• $65 billion for broadband infrastructure and development 

• $55 billion for water systems 

• $73 billion to upgrade and expand the nation’s electricity grid 

 

U.S. Labor Market:  A hearing officer with the National Labor Relations Board has reportedly 

recommended nullifying the results of a closely watched vote in which warehouse workers 

employed by Amazon (AMZN, $3,331.48) in Alabama rejected a plan to join a union.  If a 

regional NLRB director reviewing the decision agrees, a new vote to unionize could be held. 

 

U.S. Natural Gas Market:  Even though the recent heatwave in the West has dissipated, natural 

gas prices remain high as utilities strive to make up for parched hydropower markets and provide 

enough electricity for air conditioners.  Importantly, the highest summer gas prices since 2014 

have yet to entice producers to send many more drilling rigs into their fields, raising the prospect 

that supplies will remain tight, and prices will stay high through the end of the summer. 

 

U.S.-China Telecom Equipment Industry:  Just as the U.S. and many of its allies have 

restricted the use of 5G cellular equipment made by China’s Huawei Technologies because of 

security concerns, it now appears Beijing is doing the same to Huawei’s Western rivals.  China 

Mobile Ltd., a government-owned wireless carrier that is the world’s largest by subscribers, in 

July awarded just 5.4% of its latest 5G-equipment tenders to non-Chinese suppliers, down from 

11% in its previous round in 2020. 

 

China:  It appears the Chinese government is opening yet another front in its battle to tame the 

country’s big technology companies after a state-owned newspaper criticized online gaming as 

“opium for the mind.”  In response, a number of Chinese tech companies linked to online gaming 

saw their stocks fall sharply, and social media giant Tencent (TCEHY, $61.32) announced it 

would heed a request by authorities to restrict how long minors can play its online games. 

• Hours later, the story was no longer accessible on the paper’s website, and the affected 

stocks recovered some lost ground. 

• All the same, we continue to see growing regulatory risks for any large, powerful Chinese 

tech firms that the government may see as threatening or aiming to become too 

independent. 

• More broadly, the government continues to rein in the country’s broader private sector 

and other economic entities that threaten to embarrass or challenge the government.  

Chinese regulators say they will “spare no effort” as part of a clampdown on high-risk 

financial institutions, including using targeted anti-corruption investigations, amid a flush 

of liquidity generated by coronavirus-related stimulus and increased fiscal spending. 

 

https://www.wsj.com/articles/federal-labor-official-recommends-alabama-amazon-workers-hold-new-vote-union-says-11627947027?mod=hp_lead_pos7
https://www.wsj.com/articles/federal-labor-official-recommends-alabama-amazon-workers-hold-new-vote-union-says-11627947027?mod=hp_lead_pos7
https://www.wsj.com/articles/natural-gas-is-looking-like-this-summers-hottest-commodity-11627946283?mod=markets_lead_pos5
https://www.wsj.com/articles/natural-gas-is-looking-like-this-summers-hottest-commodity-11627946283?mod=markets_lead_pos5
https://www.wsj.com/articles/beijing-shuns-ericsson-nokia-as-the-west-curbs-huawei-11627982882?mod=hp_lead_pos4
https://www.wsj.com/articles/tencent-plummets-as-china-takes-aim-at-online-videogames-11627962018?mod=article_inline
https://www.wsj.com/articles/tencent-plummets-as-china-takes-aim-at-online-videogames-11627962018?mod=article_inline
https://www.ft.com/content/1ee4f40b-cad8-45f7-b8dd-de25b89736d3
https://www.ft.com/content/1ee4f40b-cad8-45f7-b8dd-de25b89736d3
Chinese%20regulators%20say%20they%20will%20“spare%20no%20effort”%20as%20part%20of%20a%20clamp%20down%20on%20high-risk%20financial%20institutions,%20including%20using%20targeted%20anti-corruption%20investigations,%20amid%20a%20flush%20of%20liquidity%20generated%20by%20coronavirus-related%20stimulus%20and%20increased%20fiscal%20spending.
Chinese%20regulators%20say%20they%20will%20“spare%20no%20effort”%20as%20part%20of%20a%20clamp%20down%20on%20high-risk%20financial%20institutions,%20including%20using%20targeted%20anti-corruption%20investigations,%20amid%20a%20flush%20of%20liquidity%20generated%20by%20coronavirus-related%20stimulus%20and%20increased%20fiscal%20spending.
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Beijing Olympic Games:  With just six months to go before the Winter Olympic Games open in 

Beijing, the People’s Bank of China plans to use the event as a further testbed for its first-in-the-

world central bank digital currency, the “digital yuan.” 

• The tens of thousands of athletes and fans descending on the Chinese capital in February 

will provide an opportunity to test the new currency with foreign participants. 

• Athletes may be given tech-enabled gloves, badges, or uniforms that they can use to 

spend the digital yuan, also known as e-CNY.  Foreigners will be allowed to open digital 

wallets and pay with e-CNY, though exactly how they will load their wallets with digital 

yuan remains to be seen. 

• The further testing of the Chinese currency comes despite the IMF’s warning in a late 

July blog post that widespread use of cryptocurrencies would threaten “macroeconomic 

stability” and potentially harm financial integrity through crypto’s links with illicit 

activity. 

 

Mexico:  A referendum pushed by President Andrés Manuel López Obrador to investigate and 

prosecute wrongdoing by several past presidents had a participation rate of just 7%. Even though 

the vast majority of those who did participate voted to advance the investigations, the 

participation rate was far below the 40% required by law for it to be effective.  The result is, 

therefore, seen as a rebuke of the president. 

 

Iran:  At an endorsement ceremony marking his official elevation to the presidency, hard-line 

conservative Ebrahim Raisi said he would take steps to have “unjust” U.S. sanctions lifted, but 

his priority was to improve the Iranian economy. 

 

COVID-19:  Official data show confirmed cases have risen to 199,099,061 worldwide, with 

4,239,882 deaths.  In the United States, confirmed cases rose to 35,133,969, with 613,758 deaths.  

Vaccine doses delivered in the U.S. now total 400,674,965, while the number of people who 

have received at least their first shot totals 191,818,585.  Finally, here is the interactive chart 

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

by population.   

 

Virology 

• According to the latest CDC data, 57.8% of the U.S. population has now received at least 

one dose of a vaccine, and 49.7% of the population is fully vaccinated.   

• As the Delta variant of the virus continues to spread and CDC studies show that even 

vaccinated people can transmit it (despite being well protected from serious illness), more 

local governments are reimposing mask requirements in indoor public settings.  Starting 

today, seven counties in Northern California will reimpose the requirement, just as 

Sacramento and Los Angeles counties did earlier.  In addition, Louisiana will reimpose a 

similar mask mandate starting on Wednesday. 

• Sen. Lindsey Graham (R., S.C.) has tested positive for COVID-19 despite being 

vaccinated, raising concerns about the highly transmissible Delta variant on Capitol Hill. 

o Graham and other senators were on a houseboat belonging to Sen. Joe Manchin 

(D., W.Va.) for a bipartisan get-together on Saturday, according to attendees. Mr. 

https://www.ft.com/content/0cc6720b-2089-41e2-9204-7599b48a82af
https://www.ft.com/content/0cc6720b-2089-41e2-9204-7599b48a82af
https://www.ft.com/content/c36c45d2-1100-4756-a752-07a217b2bde0
https://www.ft.com/content/c36c45d2-1100-4756-a752-07a217b2bde0
https://www.ft.com/content/c36c45d2-1100-4756-a752-07a217b2bde0
https://www.wsj.com/articles/mexico-referendum-on-former-leaders-has-low-turnout-11627923776
https://www.ft.com/content/6f3e2221-77b2-4118-ba1f-fb9324469f9b
https://www.ft.com/content/6f3e2221-77b2-4118-ba1f-fb9324469f9b
https://www.nytimes.com/live/2021/08/03/world/covid-delta-variant-vaccine
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/articles/new-york-officials-recommend-masks-indoors-as-covid-19-cases-rise-11627925181?mod=hp_lead_pos1
https://www.wsj.com/articles/sen-lindsey-graham-tests-positive-for-covid-19-11627934530?mod=hp_lead_pos11
https://www.wsj.com/articles/sen-lindsey-graham-tests-positive-for-covid-19-11627934530?mod=hp_lead_pos11
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Graham started feeling sick on Saturday night and went to the doctor Monday 

morning. 

o Graham described his symptoms as mild—similar to a sinus infection—and 

credited the vaccine for ensuring he wasn’t more seriously ill. 

• In China, authorities are rushing to trace and control the country’s first widespread 

appearance of the Delta variant, as its worst coronavirus outbreak in more than a year 

spreads to at least 14 provinces.  The National Health Commission today reported 83 

locally transmitted symptomatic infections.  That takes the total number of infections 

linked with a cluster found last month in Nanjing, the capital of eastern Jiangsu province, 

to more than 400. 

o Many of the new cases have been “breakthrough infections” of vaccinated people, 

raising further questions about the efficacy of Chinese vaccines. 

o With the rising threat of the Delta variant, the government is further tightening 

restrictions on travel to Beijing from affected areas. 

 

Economic and Financial Market Impacts 

• The spread of the Delta mutation is already having a noticeable negative impact on 

economic activity in East Asia, where the pandemic had previously been under control, 

and little progress had been made on vaccinations.  Sicknesses, social distancing 

measures, and lockdowns are having an especially large impact on exports and 

manufacturing in the region. 

• Tourism-dependent emerging economies that were already struggling before the 

pandemic with stretched finances and ballooning debt are facing their second successive 

summer season slump as the spread of coronavirus keeps visitors away. 

o Data from the World Tourism Organization show that in the first five months of 

2021, global international arrivals were down 85% from the pre-pandemic total of 

540 million in 2019. 

o That’s even worse than the same period last year when arrivals were down 65% 

year-over-year. 

• As young professionals return to their offices in major cities and many remain locked out 

of the market for single-family homes because of the booming housing market, urban 

apartment rents are rising fast.  The median rent has risen more than 10% over the past 

year, according to the homesearch website Apartment List. 

o Stock prices of publicly traded apartment companies have jumped in stride. 

o The FTSE Nareit Equity Apartments Index, which tracks these landlords, is up 

roughly 42% since January. 

 

U.S. Economic Releases  
 

There were economic releases prior to the publication of this report. The table below lists the 

domestic releases and Fed Events scheduled for the rest of the day. 
 

https://www.ft.com/content/e4f40866-5a48-4674-9976-7b8b79e80aed
https://www.ft.com/content/e4f40866-5a48-4674-9976-7b8b79e80aed
https://www.ft.com/content/062a15b6-d2bb-4356-be9d-b231352d020e
https://www.ft.com/content/062a15b6-d2bb-4356-be9d-b231352d020e
https://www.wsj.com/articles/delta-variant-stalls-asias-economic-recovery-after-early-rebound-11627922736?mod=hp_lead_pos2
https://www.wsj.com/articles/delta-variant-stalls-asias-economic-recovery-after-early-rebound-11627922736?mod=hp_lead_pos2
https://www.ft.com/content/ab4ad418-ad6f-4dae-a1b1-b7d05369eb3b
https://www.ft.com/content/ab4ad418-ad6f-4dae-a1b1-b7d05369eb3b
https://www.wsj.com/articles/apartment-rents-increase-as-young-workers-head-back-to-cities-11627983000?mod=hp_lead_pos11
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EDT Indicator Expected Prior Rating

10:00 Factory Orders m/m Jun 1.0% 0.017 **

10:00 Factory Orders Ex Trans m/m Jun 0.7% **

10:00 Durable Goods Orders m/m Jun 0.8% 0.8% **

10:00 Durables Ex Transportation m/m Jun 0.3% 0.3% **

10:00 Cap Goods Orders Nondef Ex Air m/m Jun 0.5% **

10:00 Cap Goods Ship Nondef Ex Air m/m Jun 0.6% **

Wards Total Vehicle Sales m/m Jul 15.30m 15.36m **

EST Speaker or event

14:00 Michelle Bowman Speaks at Fed Conference on Economic Resilience

District or position

Economic Releases

Fed Speakers or Events

Member of the Board of Governors  
 

Foreign Economic News 
 

We monitor numerous global economic indicators on a continuous basis.  The most significant 

international news that was released overnight is outlined below.  Not all releases are equally 

significant, thus we have created a star rating to convey to our readers the importance of the 

various indicators.  The rating column below is a three-star scale of importance, with one star 

being the least important and three stars being the most important.  We note that these ratings do 

change over time as economic circumstances change.  Additionally, for ease of reading, we have 

also color-coded the market impact section, which indicates the effect on the foreign market.  

Red indicates a concerning development, yellow indicates an emerging trend that we are 

following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 
 

Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Tokyo CPI y/y Jul -0.1% 0.0% 0.1% *** Equity and bond neutral

Tokyo CPI Ex-Fresh Food y/y Jul 0.1% 0.0% 0.0% *** Equity and bond neutral

Tokyo CPI Ex-Fresh Food, Energy y/y Jul 0.0% 0.0% 0.0% *** Equity and bond neutral

Monetary Base y/y Jul 15.4% 19.1% * Equity and bond neutral

Australia ANZ Roy Morgan  Consumer Confidence w/w 1-Aug 101.8 100.7 *** Equity bullish, bond bearish

Building Approvals m/m Jun -6.7% -7.1% -4.0% ** Equity and bond neutral

Commodity Index AUD m/m Jul 142.3 131.2 ** Equity and bond neutral

New Zealand CoreLogic House Prices y/y Jul 24.8% 22.8% * Equity and bond neutral

EUROPE

Eurozone PPI y/y Jun 10.2% 9.6% 10.3% ** Equity and bond neutral

Switzerland SECO Consumer Confidence q/q 3Q 7.8 -7.1 -5.3 *** Equity and bond neutral

AMERICAS

Brazil FGV CPI IPC-S w/w 31-Jul 0.9% 0.9% 0.9% ** Equity and bond neutral

Markit Brazil PMI Manufacturing m/m Jul 56.7 56.4 ** Equity and bond neutral

Trade Balance Monthly m/m Jul $7395m $10372m $8900m * Equity and bond neutral

FIPE CPI - Monthly m/m Jul 1.0% 0.8% 0.9% ** Equity and bond neutral

Mexico Remittances Total m/m Jun $4440.0m $4514.6m $4356.2m ** Equity and bond neutral

Markit Mexico PMI Mfg m/m Jul 49.6 48.8 ** Equity and bond neutral

IMEF Manufacturing Index SA m/m Jul 52.2 52.4 51.9 ** Equity and bond neutral

IMEF Non-Manufacturing Index SA m/m Jul 52.9 53.8 53 ** Equity and bond neutral  
 

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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Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 12 13 -1 Down

3-mo T-bill yield (bps) 4 5 -1 Neutral

TED spread (bps) 8 8 0 Neutral

U.S. Libor/OIS spread (bps) 9 9 0 Up

10-yr T-note (%) 1.20 1.18 0.02 down

Euribor/OIS spread (bps) -54 -54 0 Neutral

EUR/USD 3-mo swap (bps) 4 4 0 Down

Currencies Direction

dollar Down Down

euro Up Up

yen Up Up

pound Up Up

franc Flat Up

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.100% 0.100% 0.100% On forecast

RBA 3-Yr Yield Target 0.100% 0.100% 0.100% 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 $73.49 $72.89 0.82%

WTI $71.84 $71.26 0.81%  

Natural Gas $3.98 $3.94 1.04%  

Crack Spread $22.81 $22.42 1.75%

12-mo strip crack $20.84 $20.63 1.06%

Ethanol rack $2.45 $2.44 0.27%

Gold $1,810.40 $1,813.47 -0.17%

Silver $25.47 $25.41 0.24%

Copper contract $440.00 $443.30 -0.74%

Corn contract $556.75 $559.25 -0.45%

Wheat contract $725.75 $729.50 -0.51%

Soybeans contract $1,343.50 $1,353.50 -0.74%

Baltic Dry Freight 3,282            3,292            -10

Actual Expected Difference

Crude (mb) -3.2

Gasoline (mb) -1.1

Distillates (mb) -0.1

Refinery run rates (%) 0.50%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

 

 

 

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

much of the country, and cooler temperatures in the Southwest and the Pacific regions.  The 

forecast calls for wetter-than-normal conditions in the Great Lakes regions, with dry conditions 

for the rest of the country.  There is some cyclone formation along the West African coast. 
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Data Section 
 

U.S. Equity Markets – (as of 8/2/2021 close) 

 

  

0.0% 20.0% 40.0%

Consumer Staples
Utilities

Consumer Discretionary
Materials

Industrials
Healthcare

S&P 500
Technology

Communication Services
Financials

Real Estate
Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0%

Materials

Energy

Industrials

Consumer Staples

Technology

Communication Services

Real Estate

S&P 500

Financials

Healthcare

Consumer Discretionary

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 8/2/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

Emerging Markets (local currency)

Emerging Markets ($)

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Value

Mid Cap

Large Cap

Growth

Commodities

Real Estate

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 

 

July 29, 2021 

 

0

5

10

15

20

25

30

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

4Q TRAILING P/E AVERAGE

-1 STANDARD DEVIATION +1 STANDARD DEVIATION

LONG-TERM TRAILING P/E

P
/E

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

P/E as of 7/28/2021 = 24.1x

 
 

Based on our methodology,1 the current P/E is 24.1x, down 0.1x from last week.  Rising earnings 

and steady index values led to the decline in 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 (Q4 and Q1) and two estimates (Q2 and 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. 


