
 

 

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

www.confluenceinvestment.com 

 1 

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 4, 2021—9:30 AM EDT] Global equity markets are generally higher this 

morning.  In Europe, the EuroStoxx 50 is up 0.7% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed up 1.0%.  Chinese markets were higher, with the Shanghai Composite up 0.9% 

from its prior close and the Shenzhen Composite up 1.7%.  U.S. equity index futures are 

signaling a flat open.  With 342 companies having reported, the S&P 500 Q2 2021 earnings 

stand at $51.40, higher than the $45.31 forecast for the quarter.  The forecast reflects a 60.0% 

increase from Q2 2020 earnings.  Thus far this quarter, 87.4% of the companies have reported 

earnings above forecast, while 10.8% 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” 

 

Today’s Comment opens with just one U.S. issue related to cryptocurrency regulation.  We then 

review a number of foreign items that could impact the financial markets today, including news 

of another apparent Iranian attack on a ship in the Persian Gulf.  We close with many new 

developments related to the coronavirus pandemic. 

 

Cryptocurrencies:  SEC Chairman Gensler said in a speech that his agency would make full use 

of its existing authorities to step up regulation of the cryptocurrency markets, which he described 

as rife with “fraud, scams and abuse.”  In addition, he called on Congress to grant the agency 

more scope and resources to oversee the sector. 

• Gensler’s statements indicate the SEC is likely to become more active in policing crypto 

trading and lending platforms, as well as so-called stablecoins, as it seeks to protect 
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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
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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/sec-will-police-cryptocurrencies-to-maximum-possible-extent-chair-gary-gensler-says-11628007567?mod=markets_lead_pos2
https://www.wsj.com/articles/sec-will-police-cryptocurrencies-to-maximum-possible-extent-chair-gary-gensler-says-11628007567?mod=markets_lead_pos2
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investors and consumers, reduce crime, promote financial stability, and protect national 

security. 

• Previously, Gensler told House lawmakers that investor protection rules should apply to 

crypto exchanges, similar to those covering equities and derivatives. Regulated 

exchanges are required by law to have rules that prevent fraud and promote fairness. 

 

Persian Gulf:  Less than a week after a suspected Iranian drone attack killed two crew members 

on an Israeli-linked oil tanker in the Arabian Sea, suspected Iranian gunmen seized a tanker in 

the Persian Gulf.  Reports this morning say the situation has been resolved, and the gunmen have 

left the ship, although details remain sketchy.  In any case, besides raising tensions in the area 

and increasing the risk of a military confrontation, the attacks may be putting the final nails in 

the coffin of President Biden’s effort to revive the 2015 nuclear deal with Iran. 

 

Spain:  As electricity prices in Europe surge to a record high, the Spanish government has called 

on the EU to protect ordinary citizens from the impact of the bloc’s strategy to reduce carbon 

emissions.  Based on an argument that high prices and surcharges could provoke a backlash 

against the carbon-cutting measures, Spain is advocating for a price ceiling on residential 

electricity rates. 

 

Pakistan:  The Pakistani national security adviser has complained about President Biden’s 

failure to contact Prime Minister Imran Khan as Washington seeks help to stop the Taliban from 

taking over Afghanistan following U.S. troop withdrawals.  The Pakistanis want a broader 

relationship with the U.S. that goes beyond simply asking for help in dealing with the Taliban. 

 

Brazil:  President Bolsonaro is facing yet another set of legal challenges after a court opened an 

investigation into his unsubstantiated warnings of voter fraud in presidential elections next year.  

The probe could potentially lead to him being disqualified from running. 

 

COVID-19:  Official data show confirmed cases have risen to 199,750,828 worldwide, with 

4,250,090 deaths.  In the United States, confirmed cases rose to 35,242,207, with 614,317 deaths.  

Vaccine doses delivered in the U.S. now total 401,229,975, while the number of people who 

have received at least their first shot totals 192,120,576.  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, 57.9% of the U.S. population has now received at least 

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

• With the Delta mutation of the virus now constituting the biggest challenge, a new study 

by the U.K.’s Imperial College has provided better detail on how vaccines work against 

the variant in a real-life community setting.  The new study shows full vaccination 

reduces transmission by approximately 50% and cuts the number of symptomatic cases 

by some 60%.  Previous studies have shown today’s vaccines to be even more effective 

in cutting serious illnesses, hospitalizations, and deaths.  Overall, the accumulating 

https://www.wsj.com/articles/ship-seized-in-gulf-of-oman-amid-rising-tensions-with-iran-11628017314?mod=hp_listb_pos3
https://www.ft.com/content/47221a8a-8660-403e-b07e-713f93c7233a
https://www.ft.com/content/7cf9a7c1-a103-4923-bb5b-bad93d32ca39
https://www.ft.com/content/7cf9a7c1-a103-4923-bb5b-bad93d32ca39
https://www.ft.com/content/7cf9a7c1-a103-4923-bb5b-bad93d32ca39
https://www.ft.com/content/f3d50eb9-5b2f-4472-ad7e-1a216e8e9ae1
https://www.ft.com/content/f3d50eb9-5b2f-4472-ad7e-1a216e8e9ae1
https://www.ft.com/content/d7707a3d-2471-4ec5-bd4f-b40566a773a5
https://www.ft.com/content/d7707a3d-2471-4ec5-bd4f-b40566a773a5
https://www.nytimes.com/live/2021/08/04/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.ft.com/content/df4db947-8697-49a7-b38b-e46bd86ba915
https://www.ft.com/content/df4db947-8697-49a7-b38b-e46bd86ba915
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evidence suggests that vaccines remain a key tool to reduce the impact of the pandemic 

going forward. 

• Despite the U.S. progress on vaccinations to date, the spread of the more transmissible 

Delta variant and low vaccination rates in some locations continues to drive up cases and 

hospitalizations.  In Florida, COVID-19 hospitalizations have reached a record high of 

11,515, compared with only about 2,000 one month ago.  According to the Florida 

Hospital Association’s chief executive, approximately 90% of those hospitalized have not 

been vaccinated. 

• As the Delta variant spreads, some hospitals are now treating more COVID-19 patients 

than ever, just as patients are finally returning for care related to other ailments.  As a 

result, some facilities and healthcare workers are being overwhelmed. 

o Surgeries and treatments for cancer, heart disease, and other common conditions 

have rebounded this year, filling beds at many hospitals. 

o At the same time, other respiratory viruses, such as RSV, have re-emerged with 

public gatherings, adding to hospital strain. 

• With the spread of the Delta variant, rising cases and hospitalizations, and some renewed 

social-distancing measures, new Harris polling again shows a majority of Americans now 

think the worst of the pandemic is still ahead of us.  About 54% of respondents believe 

the worst is yet to come, while 46% think it’s behind us. 

• The U.K.’s vaccination program will be extended to 16- and 17-year-olds today, bringing 

the country more closely in line with its international counterparts, such as the U.S. and 

Israel, which have already jabbed substantial numbers of children. 

• In India, rebounding infection numbers after weeks of steady decline are fueling anxieties 

about a possible third wave in the country, even as it is still recovering from the disease’s 

last devastating surge during the spring. 

 

Economic and Financial Market Impacts 

• We’ve talked a lot about the large cash balances held by households and many businesses 

because of the pandemic, which should provide added fuel for further economic growth 

and rising asset prices in the future.  Bank executives, however, say that in recent months, 

their business clients have also ramped up requests for expanded credit lines.  Those 

credit lines could help fuel continued economic growth and better earnings because they 

can be drawn quickly for spending on inventory, labor, or expansions. 

• The Thai baht has gone from being one of Asia’s strongest currencies before the 

pandemic to one of its worst performers this year as the coronavirus crisis ravages 

Thailand’s crucial tourism sector.  The currency is down more than 9% against the dollar 

since the end of 2020, placing it among this year’s weakest performers globally alongside 

peers such as the Turkish lira and Peruvian sol. 

 

U.S. Policy Response 

• Responding to pressure from progressive Democrats and President Biden, the CDC 

issued a new federal eviction moratorium covering the 80% or so of U.S. counties 

https://www.wsj.com/articles/florida-battles-record-covid-19-hospitalizations-as-delta-variant-surges-11628027994
https://www.wsj.com/articles/covid-19-patients-overwhelm-busy-hospitals-as-delta-variant-spreads-11628069401?mod=hp_lead_pos4
https://www.wsj.com/articles/covid-19-patients-overwhelm-busy-hospitals-as-delta-variant-spreads-11628069401?mod=hp_lead_pos4
https://www.axios.com/america-pandemic-polling-coronavirus-pessimism-8c1584dd-2aab-446b-825c-ab2aa8454c9e.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/america-pandemic-polling-coronavirus-pessimism-8c1584dd-2aab-446b-825c-ab2aa8454c9e.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/f2c52ca3-b55a-48d1-8f85-58c3e19658e4
https://www.ft.com/content/32fe6509-372f-4335-9e23-38a508469529
https://www.ft.com/content/32fe6509-372f-4335-9e23-38a508469529
https://www.wsj.com/articles/businesses-are-loading-up-on-credit-spending-could-follow-11628069581?mod=hp_lead_pos1
https://www.wsj.com/articles/businesses-are-loading-up-on-credit-spending-could-follow-11628069581?mod=hp_lead_pos1
https://www.ft.com/content/108db977-fb2d-4e7c-930d-7b8cffca2290
https://www.ft.com/content/108db977-fb2d-4e7c-930d-7b8cffca2290
https://www.wsj.com/articles/biden-administration-set-to-issue-new-eviction-moratorium-11628022282?mod=hp_lead_pos1
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experiencing “substantial or high” levels of COVID-19 transmission.  According to the 

president, the new moratorium may not pass constitutional muster, but even if a legal 

fight over it ensues, it will buy time for state governments to distribute the $47 billion in 

rental assistance still available under recent pandemic relief laws. 

o The CDC said its new order would last through October 3, “but is subject to 

further extension, modification, or rescission based on public health 

circumstances.” 

o Even if the new federal moratorium is deemed unconstitutional, states 

representing some 80% of the U.S. population have their own moratoriums in 

place. 

 

Foreign Policy Responses 

• According to British officials and bankers, as much as £5 billion of state-backed 

government emergency loans to U.K. businesses are at risk of not being repaid.  

However, defaults at that level would be much lower than initially feared. 

 

U.S. Economic Releases  
 

Mortgage applications fell during the week ending July 30, according to the Mortgage Brokers 

Association.  The MBA applications index fell 1.7% from the prior week.  The previous report 

was revised upward from 5.7% to 7.0%. The indexes for both home purchases and refinances fell 

1.7% from the prior week.  The average 30-year fixed-rate mortgage fell 4 bps from 3.01% to 

2.97%. 

 

U.S. companies slowed down their hiring in July, according to Automatic Data Processing, Inc 

(ADP).  The ADP database shows private payrolls rose 330K from the prior month compared to 

expectations of 683K.  The surge in delta variant cases in the U.S. likely contributed to the 

deceleration in hiring.  In July, states began reimposing new restrictions in order to slow the 

spread of the virus, which caused some firms to reduce their capacity.  

 

https://www.wsj.com/articles/biden-administration-set-to-issue-new-eviction-moratorium-11628022282?mod=hp_lead_pos1
https://www.ft.com/content/4718b01e-aae9-4d1e-a39a-3b7d6675c551
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The chart above shows the monthly percentage change in private payrolls for ADP and the 

Bureau of Labor Statistics (BLS).   ADP payrolls expanded by 0.3% from the prior month.  If 

BLS grows at a similar pace, the Friday private payroll reports should show an increase of about 

400K.  

 

The table below lists the domestic releases and Fed Events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 Markit US Services PMI m/m Jul 59.8 59.8 **

9:45 Markit US Composite PMI m/m Jul 59.7 **

10:00 ISM Services Index m/m Jul 60.5 60.1 **

EST Speaker or event

9:00 James Bullard Speaks at Washington Post Live Events President of the Federal Reserve Bank of St. Louis

10:00 Richard Clarida Speaks at Peterson Institute Event

District or position

Economic Releases

Fed Speakers or Events

Vice Chairman of Board of Governors of Federal Reserve  
 

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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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Caixin China PMI Composite m/m Jul 53.1 50.6 ** Equity bullish, bond bearish

Caixin China PMI Services m/m Jul 54.9 50.3 50.5 ** Equity bullish, bond bearish

Japan Jibun Bank Japan PMI Services m/m Jul 47.8 46.4 ** Equity bullish, bond bearish

Jibun Bank Japan PMI Composite m/m Jul 48.8 47.7 ** Equity bullish, bond bearish

India Markit India PMI Services m/m Jul 45.4 41.2 ** Equity bullish, bond bearish

Markit India PMI Composite m/m Jul 49.2 43.1 ** Equity bullish, bond bearish

Australia Markit Australia PMI Services m/m Jul 44.2 44.2 ** Equity and bond neutral

Markit Australia PMI Composite m/m Jul 45.2 45.2 ** Equity and bond neutral

Retail Sales m/m Jun -1.8% -1.8% -1.8% ** Equity and bond neutral

New Zealand Unemployment Rate q/q 2Q 4.0% 4.7% 4.4% *** Equity bullish, bond bearish

Employment Change q/q 2Q 1.0% 0.6% 0.7% ** Equity bullish, bond bearish

ANZ Commodity Price m/m Jul -1.4% 0.8% ** Equity and bond neutral

EUROPE

Eurozone Markit Eurozone Services PMI m/m Jul 59.8 60.4 60.4 ** Equity and bond neutral

Markit Eurozone Composite PMI m/m Jul 60.2 60.6 60.6 ** Equity and bond neutral

Retail Sales m/m Jun 5.0% 4.6% 1.7% ** Equity bullish, bond bearish

France Budget Balance YTD m/m Jun -131.3b -118.8b ** Equity and bond neutral

Markit France Services PMI m/m Jul 56.8 57 57 ** Equity and bond neutral

Markit France Composite PMI m/m Jul 56.6 56.8 56.8 ** Equity and bond neutral

Germany Markit Germany Services PMI m/m Jul 61.8 62.2 62.2 ** Equity and bond neutral

Markit/BME Germany Composite PMI m/m Jul 62.4 62.5 62.5 ** Equity and bond neutral

Italy Markit Italy Services PMI m/m Jul 58.0 56.7 58.7 ** Equity bearish, bond bullish

Markit Italy Composite PMI m/m Jul 58.6 58.3 59.5 ** Equity bearish, bond bullish

Retail Sales m/m Jun 0.7% 0.2% 1.9% ** Equity bearish, bond bullish

UK Official Reserves Changes m/m Jul $1029m -$2225m * Equity and bond neutral

Markit/CIPS UK Services PMI m/m Jul 59.6 57.8 57.8 ** Equity bullish, bond bearish

Markit/CIPS UK Composite PMI m/m Jul 59.2 57.7 57.7 ** Equity bullish, bond bearish

Russia Markit Russia PMI Services m/m Jul 53.5 56.5 55.7 ** Equity bearish, bond bullish

Markit Russia PMI Composite m/m Jul 51.7 55.0 ** Equity bearish, bond bullish

AMERICAS

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

Industrial Production y/y Jun 12.0% 24.0% 12.5% ** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 30-Jul 64.5 66.0 *** Equity and bond neutral

MLI Leading Indicator m/m Jun 1.6% 1.4% ** Equity and bond neutral

Markit Canada Manufacturing PMI m/m Jul 56.2 56.5 ** Equity and bond neutral

Mexico Leading Indicators m/m Jun 0.2 0.27 ** Equity and bond neutral

Consumer Confidence m/m Jul 44.3 44.5 ** Equity and bond neutral

International Reserves Weekly w/w 30-Jul $193424m $193215m ** 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. 

 
Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 12 12 0 Down

3-mo T-bill yield (bps) 4 4 0 Neutral

TED spread (bps) 8 7 1 Neutral

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

10-yr T-note (%) 1.18 1.17 0.01 down

Euribor/OIS spread (bps) -55 -54 -1 Neutral

EUR/USD 3-mo swap (bps) 3 4 -1 Down

Currencies Direction

dollar Flat Down

euro Flat Up

yen Down Up

pound Up Up

franc Flat Up  
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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. 
 

Price Prior Change Explanation

Brent $72.40 $72.41 -0.01%

WTI $70.34 $70.56 -0.31%  

Natural Gas $4.07 $4.03 1.14%  

Crack Spread $23.32 $23.00 1.39%

12-mo strip crack $20.90 $20.76 0.70%

Ethanol rack $2.44 $2.45 -0.09%

Gold $1,813.35 $1,810.44 0.16%

Silver $25.65 $25.52 0.50%

Copper contract $438.00 $438.60 -0.14%

Corn contract $551.50 $551.75 -0.05%

Wheat contract $727.25 $724.50 0.38%

Soybeans contract $1,324.50 $1,319.75 0.36%

Baltic Dry Freight 3,281            3,282            -1

Actual Expected Difference

Crude (mb) -3.2

Gasoline (mb) -1.1

Distillates (mb) -0.1

Refinery run rates (%) 0.50%

Natural gas (bcf) 18.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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 region, 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 8/3/2021 close) 

 

  

0.0% 20.0% 40.0%

Consumer Staples
Utilities

Consumer Discretionary
Materials

Industrials
S&P 500

Technology
Healthcare

Communication Services
Financials

Real Estate
Energy

YTD Total Return

-1.0% 0.0% 1.0% 2.0%

Communication Services

Real Estate

Consumer Staples

Utilities

Technology

Consumer Discretionary

S&P 500

Materials

Financials

Industrials

Healthcare

Energy

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 8/3/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

Cash

US Corporate Bond

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 
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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. 


