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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 17, 2021—9:30 AM EDT] Global equity markets are lower this morning.  In 

Europe, the EuroStoxx 50 is down 0.3% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 1.6%.  Chinese markets were lower, with the Shanghai Composite down 2.0% from 

its prior close and the Shenzhen Composite also down 2.5%.  U.S. equity index futures are 

signaling a lower open.  With 457 companies having reported, the S&P 500 Q2 2021 earnings 

stand at $52.30, higher than the $45.31 forecast for the quarter.  The forecast reflects a 60.0% 

increase from Q2 2020 earnings.  Thus far this quarter, 86.2% of the companies have reported 

earnings above forecast, while 12.0% 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: 

• Weekly Geopolitical Report (8/16/2021): “Data and Geopolitics: Part I” 

• Weekly Energy Update (8/12/2021): We cover the administration’s curious call for more 

OPEC+ oil   

• 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 (8/13/2021) (with associated podcast and chart book): we focus 

on the implications of growing intellectual property investment 

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

Globalization” 

 

In today’s Comment, we open with the latest on the situation in Afghanistan, with an interesting 

satellite view of the chaos at Kabul’s airport yesterday.  We then turn to U.S. news, including the 

latest warning sign that the Federal Reserve is coming under increasing pressure to tighten 

monetary policy earlier rather than later.  Next, we cover a range of international developments, 

and we close with the latest news on the coronavirus pandemic. 

 

Afghanistan:  In a statement yesterday, President Biden said he stands “squarely behind” his 

decision to withdraw U.S. troops from the country despite the bipartisan criticism he’s taking 

over the resulting chaos, collapse of the country’s government, and failure of the country’s 

armed forces to put up a fight.  In Biden’s judgment, “If anything, the developments in the past 

week reinforced that ending U.S. military involvement in Afghanistan now was the right 

decision . . .. American troops cannot and should not be fighting in a war, and dying in a war, 

that Afghan forces are not willing to fight for themselves.”  Much less reported, former President 
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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_16_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_aug_12_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Aug_13_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/bidens-handling-of-afghanistan-withdrawal-draws-bipartisan-criticism-11629131375
https://www.wsj.com/articles/bidens-handling-of-afghanistan-withdrawal-draws-bipartisan-criticism-11629131375
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George W. Bush, who launched the war in 2001, expressed his distress at the fall of Afghanistan 

but defended his decision to invade the country after 9/11. 

• Reports suggest the Taliban so far have refrained from mass detentions or violence in 

Kabul.  Taliban leaders have also pledged a general amnesty for all in order to encourage 

government workers to return to their jobs, and some vestiges of normal life have already 

returned in Kabul. 

• However, based on Taliban behavior after taking over other Afghan cities in recent 

weeks, it would be no surprise if mass detentions and persecutions begin before long. 

• Even more important, there have already been stirrings of potential armed resistance to 

the militants. Amrullah Saleh, former President Ghani’s vice-president, has traveled to 

the mountainous Panjshir region, a bastion of Taliban opposition, and allied himself with 

Ahmad Massoud, the son of a charismatic warlord assassinated by al-Qaeda days before 

the terror attacks of September 11, 2001.  If the situation evolves into a civil war, and 

some observers expect, many of the worst security and diplomatic implications for 

regional countries would likely arise. 

• In terms of financial market reactions, the threat of refugees, spillover violence, and 

political instability has already driven down the value of dollar bonds issued by both 

Pakistan and Uzbekistan. 

• Finally, here’s a satellite view of the chaos at Kabul’s airport yesterday.  All those little 

black dots on the runway?  Those are Afghans storming the tarmac in an effort to get a 

flight out of the country: 

 

 
 

https://www.nytimes.com/2021/08/17/world/george-w-bush-afghanistan-taliban.html?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2008.17.21&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.nytimes.com/2021/08/17/world/george-w-bush-afghanistan-taliban.html?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2008.17.21&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.ft.com/content/7f03429a-8d61-43df-9cd8-c9d9e9ba18c8
https://www.wsj.com/articles/taliban-consolidate-control-in-afghanistans-capital-thousands-remain-stranded-11629195393
https://www.wsj.com/articles/taliban-consolidate-control-in-afghanistans-capital-thousands-remain-stranded-11629195393
https://www.wsj.com/articles/taliban-conquest-of-afghanistan-scrambles-the-diplomatic-map-11629165289
https://www.wsj.com/articles/taliban-conquest-of-afghanistan-scrambles-the-diplomatic-map-11629165289
https://www.ft.com/content/1f8e5d82-152a-456e-b6c9-4e2fe8b74b68
https://www.c4isrnet.com/intel-geoint/2021/08/16/satellite-photos-show-chaos-in-afghanistan-exit/?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2008.17.21&utm_term=Editorial%20-%20Early%20Bird%20Brief
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U.S. Monetary Policy:  Boston FRB President Rosengren said his outlook for the U.S. economy 

improved this year despite the recent COVID-19 outbreaks associated with the Delta variant.  He 

expects strong hiring to allow the central bank to soon begin reversing the extremely 

accommodative monetary policy adopted at the height of the pandemic. 

• According to Rosengren, the Fed could be in a position to start reducing its $120 billion 

in monthly asset purchases this fall and, if strong economic growth continues, the Fed 

might be able to end those purchases toward the middle of 2022. 

• Coupled with the extraordinary strength of the post-pandemic economic recovery, 

Rosengren’s statement adds to the evidence that Fed policymakers may tighten monetary 

policy sooner than currently anticipated.  If so, the markets could be in for a period of 

volatility as investors adjust their expectations. 

 

U.S. Fiscal Policy:  After a review of food costs, the Department of Agriculture announced that 

those eligible for food stamps would see their benefit rise approximately 25% to an average of 

$169 per month.  The increase would be the biggest ever in the history of the program. 

 

U.S. Water Supply:  For the first time, the Bureau of Reclamation yesterday declared a water 

shortage in the Colorado River basin.  As a result, several states that depend on the Colorado will 

see their allocations from the river cut by as much as 18% next year.  For Arizona, which gets 

approximately 40% of its water from the Colorado, that will mean losing more than 7% of its 

total water supply—a move that will probably be especially painful for its agriculture sector. 

 

China:  The State Administration for Market Regulation, the government’s antitrust watchdog, 

released draft rules today banning unfair competition among internet companies.   These rules, 

which could come into force later this year, would crack down on major platforms using their 

market dominance to suppress small and medium businesses. 

• The draft rules contain a long list of practices that would be banned, many of which are 

ubiquitous in China.  For example, the measures target practices such as false advertising, 

fraudulent online reviews, unfair competition, interoperability issues, data protection, and 

consumer privacy issues. 

• In response to this further example of the Chinese government’s effort to bring leading 

companies to heel, many of China’s top internet-related firms have seen their stock prices 

drop precipitously again today.  We continue to emphasize that large, fast-growing 

Chinese technology companies face increasing regulatory risks related to both the 

Chinese government’s actions and clampdowns by the U.S. related to its geopolitical 

pushback against China. 

 

COVID-19:  Official data show confirmed cases have risen to 208,044,254 worldwide, with 

4,375,086 deaths.  In the United States, confirmed cases rose to 36,891,023, with 622,437 deaths.  

Vaccine doses delivered in the U.S. now total 415,958,305, while the number of people who 

have received at least their first shot totals 198,595,349.  Finally, here is the interactive chart 

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

by population.   

 

https://www.wsj.com/articles/transcript-feds-rosengren-sees-strong-growth-ahead-for-u-s-economy-11629136776
https://www.wsj.com/articles/transcript-feds-rosengren-sees-strong-growth-ahead-for-u-s-economy-11629136776
https://www.wsj.com/articles/food-stamps-get-historic-boost-11629145543?mod=hp_lista_pos3
https://www.wsj.com/articles/drought-forces-first-ever-colorado-river-water-cutback-to-southwest-states-11629145001?mod=hp_lead_pos10
https://www.wsj.com/articles/drought-forces-first-ever-colorado-river-water-cutback-to-southwest-states-11629145001?mod=hp_lead_pos10
https://www.ft.com/content/7ccf409d-489b-411a-8b4f-4b5d8b8ed0b1
https://www.nytimes.com/live/2021/08/17/world/covid-delta-variant-vaccine?type=styln-live-updates&label=coronavirus%20updates&index=0
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
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Virology 

• According to the latest CDC data, 59.8% of the U.S. population has now received at least 

one dose of a vaccine, and 50.8% of the population is fully vaccinated.   

• After their mass vaccination programs lagged through most of the pandemic, many 

countries in Latin America have finally hit their stride and are now vaccinating people at 

a faster rate than in many developed countries.  The improved vaccination performance 

reflects the high demand for the shots and the fact that supply constraints have finally 

been overcome. 

• Seeking approval from the FDA to use their COVID-19 vaccine as a booster shot for the 

general public, Pfizer (PFE, $48.91) and BioNTech (BNTX, $343.10) submitted data 

from a small, early-stage study showing a third dose of the vaccine generated higher 

levels of neutralizing antibodies against the original virus and against the Beta and Delta 

variants than the standard two-dose regimen.  The preliminary data also suggested the 

third dose was safe. 

• Meanwhile, health officials in the Biden administration are reportedly nearing a decision 

to recommend that fully vaccinated people get a booster shot eight months after their last 

injection.  Besides the application for booster authorization from Pfizer and BioNTech, 

Moderna (MRNA, $373.86) has said it plans to ask regulators next month to authorize its 

booster shots.  Johnson & Johnson (JNJ, $177.84) expects to release data about the 

efficacy of two doses of its single-shot vaccine later this month. 

• In a new analysis by the Wall Street Journal, the Delta variant appears to be breaking 

through the protection vaccines provide at a higher rate than previous strains.  However, 

infections among the fully inoculated remain a tiny fraction of overall cases, and 

symptoms tend to be milder. 

• In New Zealand, Prime Minister Ardern announced a new, three-day national lockdown 

after an Auckland man became the country’s first resident to test positive for the virus 

since February. 

o The news came just one day before the Reserve Bank of New Zealand was 

expected to become the first central bank in the developed world to raise interest 

rates since the onset of the coronavirus pandemic. 

o In response to the news, the New Zealand dollar fell 1.3% to $0.693, its lowest 

level in nine months. 

• In fact, governments across the Asia-Pacific region are tightening restrictions on daily 

life and travel as slow vaccination campaigns have failed to halt the spread of infections 

with the Delta variant.  Concern about the widening restrictions at some point could 

become a bigger headwind for global financial markets. 

• In Japan, what began in late June as a pandemic rebound in Tokyo has escalated within 

weeks into a nationwide surge, forcing the central government to enact the country’s 

strictest measures in more than a dozen of its largest prefectures.  The government now 

plans to expand the country’s state of emergency from six to 13 prefectures and extend it 

from the end of August until mid-September.  Some analysts believe the expanded 

measures will keep the economy growing weakly through September. 

https://www.wsj.com/articles/in-covid-19-vaccination-push-latin-american-nations-are-catching-up-to-the-u-s-11629192601?mod=hp_lead_pos12
https://www.wsj.com/articles/in-covid-19-vaccination-push-latin-american-nations-are-catching-up-to-the-u-s-11629192601?mod=hp_lead_pos12
https://www.wsj.com/articles/pfizer-biontech-seek-fda-clearance-for-covid-19-booster-11629136057?mod=hp_lead_pos6
https://www.wsj.com/articles/pfizer-biontech-seek-fda-clearance-for-covid-19-booster-11629136057?mod=hp_lead_pos6
https://www.wsj.com/articles/pfizer-biontech-seek-fda-clearance-for-covid-19-booster-11629136057?mod=hp_lead_pos6
https://www.wsj.com/articles/biden-administration-to-call-for-covid-19-vaccine-booster-shots-11629170031?mod=hp_lead_pos3
https://www.wsj.com/articles/biden-administration-to-call-for-covid-19-vaccine-booster-shots-11629170031?mod=hp_lead_pos3
https://www.wsj.com/articles/as-delta-surges-covid-19-breakthrough-cases-remain-uncommon-11629199800?mod=hp_lead_pos5
https://www.wsj.com/articles/new-zealand-orders-lockdown-after-first-covid-19-case-in-six-months-11629193896?mod=hp_featst_pos3&mod=article_inline
https://www.ft.com/content/87006c97-a4e7-4989-9e9a-f3785ec8023b
https://www.wsj.com/articles/asian-nations-hit-by-covid-19-delta-wave-tighten-curbs-on-movement-11629194631?mod=hp_featst_pos3
https://www.wsj.com/articles/asian-nations-hit-by-covid-19-delta-wave-tighten-curbs-on-movement-11629194631?mod=hp_featst_pos3
https://www.japantimes.co.jp/news/2021/08/17/national/delta-surge-expanded-emergency/
https://www.japantimes.co.jp/news/2021/08/17/national/delta-surge-expanded-emergency/
https://www.japantimes.co.jp/news/2021/08/17/business/economy-business/states-of-emergency-economic-recovery/
https://www.japantimes.co.jp/news/2021/08/17/business/economy-business/states-of-emergency-economic-recovery/
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U.S. Economic Releases  

 

Retail sales in the U.S. slowed in July, underscoring a slowdown in consumption.  Retail 

purchases declined 1.1% from the prior month compared to expectations of a 0.6% drop.  

Excluding autos, purchases declined 0.4% from the previous month compared to an expected rise 

of 0.2%.  Excluding autos and gas, retail sales fell 0.7% from the previous month compared to 

expectations of a 0.1% decline.  Lastly, the value of retail sales for the control group, which 

excludes autos, gas, and building material, declined 1.0% from the prior month compared to 

expectations of a rise of 0.5%. 

 

 
 

The chart above shows the year-over-year change in core retail sales.  Retail sales are 15.52% 

higher than in the previous year. 

 

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

EDT Indicator Expected Prior Rating

9:15 Industrial Production m/m Jul 0.5% 0.4% **

9:15 Capacity Utilization m/m Jul 75.7% 75.4% **

9:15 Manufacturing (SIC) Production m/m Jul 0.7% -0.1% **

10:00 Business Inventories m/m Jun 0.8% 0.5% *

10:00 NAHB Housing Market Index m/m Aug 80 80 *

EST Speaker or event

13:30 Jerome Powell Hosts Townhall Discussion with Educators Chairman of Board of Governors of Federal Reserve

15:45 Neel Kashkari Holds Town Hall on Economy President Federal Reserve Bank

District or position

Economic Releases

Fed Speakers or Events
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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. 
 

Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Tertiary Industry Index m/m Jun 2.3% -2.7% 1.8% ** Equity bullish, bond bearish

Australia ANZ Roy Morgan Consumer Confidence w/w 15-Aug 101.1 98.6 ** Equity bullish, bond bearish

New Zealand Non Resident Bond Holdings m/m Jul 53.0% 51.1% ** Equity bullish, bond bearish

EUROPE

Eurozone Employment y/y 2Q 1.8% -1.8% *** Equity bullish, bond bearish

GDP SA q/q 2Q 2.0% 2.0% 2.0% *** Equity and bond neutral

UK Claimant Count Rate m/m Jul 5.7% 5.8% *** Equity and bond neutral

Jobless Claims Change m/m Jul -7.8K -114.8k ** Equity bearish, bond bullish

Average Weekly Earnings 3M/YoY y/y Jun 8.8% 7.3% 8.6% ** Equity and bond neutral

ILO Unemployment Rate 3Mths m/m Jun 4.7% 4.8% 4.8% ** Equity bullish, bond bearish

Employment Change 3M/3M m/m Jun 95k 25k 100k ** Equity and bond neutral

AMERICAS

Brazil FGV CPI IPC-S w/w 15-Aug 0.8% 1.0% 0.9% *** Equity bullish, bond bearish

Trade Balance Weekly w/w 15-Aug $1975m $1636m ** Equity and bond neutral

FIPE CPI - Weekly w/w 15-Aug 1.35% 1.18% 1.19% *** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 13-Aug 65.1 64.9 *** Equity and bond neutral

Manufacturing Sales m/m Jun 2.1% -0.6% 2.4% ** Equity and bond neutral

Wholesale Trade Sales m/m Jun -0.8% 0.5% -2.0% ** Equity and bond neutral

Existing Home Sales m/m Jul -3.5% -8.4% -2.0% ** 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 12 0 Down

3-mo T-bill yield (bps) 5 6 -1 Neutral

TED spread (bps) 7 6 1 Neutral

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

10-yr T-note (%) 1.23 1.27 -0.04 down

Euribor/OIS spread (bps) -55 -55 0 Neutral

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

Currencies Direction

dollar Up Down

euro Flat Up

yen Down Up

pound Down Up

franc Up Up

Central Bank Action Current Prior Expected

RBNZ Official Cash Rate 0.250% 0.500% 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 $69.98 $70.59 -0.86%

WTI $67.77 $68.44 -0.98%  

Natural Gas $3.84 $3.86 -0.44%  

Crack Spread $23.98 $23.99 -0.03%

12-mo strip crack $20.63 $20.63 0.04%

Ethanol rack $2.45 $2.44 0.48%

Gold $1,775.15 $1,779.74 -0.26%

Silver $23.53 $23.75 -0.93%

Copper contract $431.55 $438.15 -1.51%

Corn contract $571.25 $573.00 -0.31%

Wheat contract $781.00 $774.25 0.87%

Soybeans contract $1,370.00 $1,365.00 0.37%

Baltic Dry Freight 3,566            3,503            63

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

throughout the Rocky Mountain Region, with warmer-than-normal temperatures in the Midwest 

and Northeast.  The forecast calls for wetter-than-normal conditions in the Great Plains, with dry 

conditions concentrated in the Pacific Northwest, the Rocky Mountains, South Texas, and New 

England.  Tropical Depression Fred has developed into a tropical storm and is currently moving 

throughout the Gulf of Mexico.  There are two disturbances off the coast of Bermuda and 

another moving through the Dominican Republic. 
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Data Section 
 

U.S. Equity Markets – (as of 8/16/2021 close) 

 

  

0.0% 20.0% 40.0%

Consumer Staples
Utilities

Consumer Discretionary
Industrials
Materials

Healthcare
Technology

S&P 500
Communication Services

Real Estate
Energy

Financials

YTD Total Return

-2.0% -1.0% 0.0% 1.0% 2.0%

Energy

Materials

Consumer Discretionary

Financials

Real Estate

Communication Services

S&P 500

Industrials

Technology

Consumer Staples

Utilities

Healthcare

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 8/16/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

Emerging Markets ($)

Emerging Markets (local currency)

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Mid Cap

Value

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 

 

August 12, 2021 
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P/E as of 8/11/2021 = 23.5x

 
 

Based on our methodology,1 the current P/E is 23.5x, down 0.6x 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. 


