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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: December 15, 2022—9:30 AM EST] Global equity markets are mostly lower this 

morning.  In Europe, the Euro Stoxx 50 is down 1.3% from its prior close. In Asia, the MSCI 

Asia Apex 50 Index closed down 1.8%. Chinese markets were mixed, with the Shanghai 

Composite closing down 0.3% but the Shenzhen Composite closing up 0.3%. U.S. equity index 

futures are signaling a lower open. 

 

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 (12/12/2022) (associated podcast will be delayed until 

next week) “The 2023 Geopolitical Outlook” 

• Weekly Energy Update (12/15/2022): In this week’s report, we discuss President Xi’s 

visit to Saudi Arabia and mention the news on nuclear fusion.   

• Asset Allocation Quarterly – Q4 2022 (10/18/2022): Discussion of our asset allocation 

process, Q4 2022 portfolio changes, and our outlook for the markets. 

• Asset Allocation Bi-Weekly (12/05/2022) (with associated podcast): “Forecasting 

Financial Stress.” The next AABW report will be published on January 16, 2023.   

• Asset Allocation Q4 2022 Rebalance Presentation (11/14/2022): Video presentation 

featuring the Asset Allocation Committee as they review our asset allocation strategies, 

recent portfolio changes, and the current macro environment. 

• Confluence of Ideas podcast (12/01/2022): “The November Business Cycle Report” 

 

Good morning! Today’s Comment begins with a discussion on the Federal Reserve’s rate 

decision from Wednesday. Next, we provide an overview of both the European Central Bank and 

Bank of England's decision to tighten monetary policy. Lastly, we give our thoughts about the 

latest chapter in the fight against global inflation.  

 

The Fed Presses On: Fed Chair Jerome Powell insists that the Fed will tighten policy until it 

makes noticeable improvements toward its 2% inflation objective; however, the market is not 

convinced. 

● The Federal Reserve reduced the size of its rate hike but warned markets that peak 

interest rates would be higher than it had previously anticipated. On Wednesday, the 

Federal Open Market Committee raised its benchmark rate by 50 bps to a target range of 

 

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_12_12_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Dec_15_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Dec_15_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q422.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Dec_5_2022.pdf
https://www.confluenceinvestment.com/category/asset-allocation-reports/asset-allocation-bi-weekly-podcast-asset-allocation-reports/
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.cnbc.com/2022/12/14/fed-rate-decision-december-2022.html
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4.25% to 4.50%. During a press conference, Powell stuck to the Fed statement and 

maintained that the central bank’s fight against inflation is not over. The latest dot plot 

shows that the overwhelming majority of Fed officials support peak fed funds above 

5.0% in 2023, while the following year shows a sizeable dispersion around a median 

range of 4.1% (See chart below). As of this morning, Eurodollar futures signaled terminal 

fed funds of 4.9% in 2023 and 3.4% the year after.  

○ Despite his hawkish talk, Powell let slip that the Fed could reexamine its 2% 

inflation target at some point in the distant future, signaling that the Fed could 

become significantly more dovish over the next few years. 

 

● The market reaction was mixed. Equities appeared to have accepted that the Fed will 

raise rates higher than initially anticipated. Although the S&P 500 fluctuated following 

the announcement, it ultimately closed down 0.6% from the previous trading day. The 

dollar and bond market had a somewhat muted response to Powell. The U.S. dollar index 

closed down 0.12% from the prior day. Meanwhile, the spread between the 2- and 10-

year Treasury narrowed to a paltry 3 bps lower in the same period. The lack of a reaction 

suggests that fixed-income and currency traders believe that the Fed will not tighten 

policy in a downturn. If they are right, the U.S. dollar could weaken in 2023.  

● A strong economy and a tight labor market will likely allow the Fed to raise rates without 

much hassle. However, an economic downturn could complicate matters. The latest 

summary of economic projections shows that the median forecast for GDP growth will be 

0.5% for 2023, with some officials predicting a contraction. A recession could lead the 

Fed to discontinue hiking rates and, if it is severe enough, could force the central bank to 

cut rates. An inflation rate of less than 3% could also lead to a Fed pivot, but this is more 

fantasy than anything. At this time, it appears that the Fed would like to either hike or 

pause depending on the economic data.  

 

https://www.bloomberg.com/news/articles/2022-12-09/fed-s-peak-rates-for-longer-seen-dashing-hopes-for-2023-cuts
https://www.bloomberg.com/news/articles/2022-12-09/fed-s-peak-rates-for-longer-seen-dashing-hopes-for-2023-cuts
https://www.reuters.com/markets/us/powell-says-fed-will-not-change-2-inflation-goal-2022-12-14/
https://www.reuters.com/markets/us/powell-says-fed-will-not-change-2-inflation-goal-2022-12-14/
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20221214.pdf
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Other Central Bank News: The European Central Bank and the Bank of England followed the 

Federal Reserve’s lead but are likely less committed to raising interest rates in 2023. 

● The ECB and BOE have both decided to raise interest rates by 50 bps. The two central 

banks have elected to downshift their hikes to accommodate for a slowdown in inflation 

and economic growth. The BOE lifted its bank rate from 3.0% to 3.5%, while the ECB 

pushed its deposit rate from 1.5% to 2.0%. Although the banks maintained that their 

peaks are likely higher, it appears that both are paying attention to the economic 

ramifications of continuing to tighten policy. Unlike the Fed, the BOE and ECB are both 

predicting recessions for 2023. 

○ There was a stronger-than-expected consensus at the BOE. Six of the nine 

members voted for a 50 bps hike, one for a 75 bps hike, and the other two 

members wanted policy to remain unchanged. This suggests that the BOE has 

become more dovish.  

● The ECB is signaling that it would like to tighten policy more aggressively, but it is 

unclear if it has the policy flexibility to do so.  In its statement, the ECB announced plans 

to wind down its €5 trillion balance sheet in March 2023. The move comes as the 

financial stress, as measured by the spread between 10-year German and Italian bonds, 

has declined more than 50 bps since September. That said, as interest rates rise it will 

likely worsen European fragmentation. Additionally, ECB President Christine Lagarde 

stated that the bank could continue hiking rates in 50 bps intervals. Tightening policy 

during a recession will likely be politically unpopular, and, as a result, the ECB may be 

more assertive in the short-term to maneuver its policy rate into restrictive territory 

before it begins receiving pushback. 

○ Another sign that they may not raise rates throughout 2023, is that it appears that 

these is not a strong consensus among council members.  

● The tighter monetary policy within these countries may not be as long-lived as these 

banks are implying. Both the Eurozone and the U.K. are either in or headed toward 

contraction. As a result, these countries risk harming their economy with higher rate 

hikes. Although this does not mean that these central banks will cut rates in 2023, it does 

signal that they are close to finishing their tightening cycle. Assuming that the U.S. does 

not enter a deep recession, this outcome should be supportive of the dollar as it will likely 

mean that European inflation will be a persistent problem.  

 

A New World: Central Bankers are unlikely to be as hawkish in 2023. 

● Unlike the U.S., there may not be policy space for other central banks to tighten more 

than needed. In Europe, governments are becoming more comfortable in dealing with the 

problem through subsidies and price ceilings. The U.K. and Germany have funded 

payments to households and businesses to offset rising energy costs. Meanwhile, the 

Netherlands will implement rental caps to deal with shelter shortages. The government 

interventions should help reduce inflationary pressures and allow the central banks to 

become more measured in how they raise rates; however, there is an additional risk of 

higher inflation volatility in the future once these caps are removed.  

https://www.reuters.com/markets/europe/bank-england-readies-another-rate-hike-even-recession-hits-2022-12-15/
https://www.reuters.com/markets/europe/ecb-slow-rate-hikes-lay-out-plans-drain-cash-2022-12-14/
https://www.marketwatch.com/story/after-the-fed-the-ecb-and-the-bank-of-england-are-set-to-lift-interest-rates-heres-what-to-expect-11671025229
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp221215~f3461d7b6e.en.html
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp221215~f3461d7b6e.en.html
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.mp221215~f3461d7b6e.en.html
http://www.worldgovernmentbonds.com/spread/italy-10-years-vs-germany-10-years/#:~:text=The%20Italy%2010%20Years%20%2F%20Germany,64.7%20bp%20during%20last%20year.
https://www.janushenderson.com/en-us/advisor/article/got-back-europes-fragmentation-problem/
https://www.gov.uk/guidance/energy-bill-relief-scheme-help-for-businesses-and-other-non-domestic-customers
https://www.gov.uk/guidance/energy-bill-relief-scheme-help-for-businesses-and-other-non-domestic-customers
https://apnews.com/article/europe-business-germany-economy-prices-b053065784bd8f175c6af4fb04ba794c
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● That said, there are many headwinds that could prevent banks from abandoning rate hikes 

altogether. The major unknown is how China’s reopening will impact global price 

pressures. China’s recent decision to accept western medicine to help contain the COVID 

virus shows how eager the government is to reopen. Although there has been much 

discussion about the future demand for commodities, there is also the possibility of an 

improvement in supply chains due to the lessening of restrictions. Additionally, rising 

union power and the war in Ukraine are also likely to boost price pressures as the 

potential rise in wages and raw materials could force firms to push cost adjustments onto 

consumers. 

● Major central banks are entering a new phase of their tightening cycle. Monetary 

policymakers will begin to look for signs that they should moderate policy rather than 

continue to tighten it. Assuming that prices continue to fall globally, we expect the ECB 

and BOE to be the first of the five major five central banks (which include the Swiss 

Central Bank, the Federal Reserve, and the Bank of Japan) to signal a pause in tightening. 

This should make equities within these countries relatively more attractive when 

compared to the U.S.  

 

U.S. Economic Releases  

Initial applications for unemployment benefits in the week ending December 10 fell to a 

seasonally adjusted 211,000, lower than expectations that they would rise slightly to 232,000.  

The four-week moving average of initial claims, which helps smooth out the volatility in the 

series, fell to 227,250.  The number of people continuing to draw benefits in the week ending 

December 3 fell to 1.671 million, better than the anticipated level of 1.674 million but up slightly 

from the previous week’s revised reading of 1.670 million.  The chart below shows how initial 

jobless claims have fluctuated since just before the prior recession.  The chart is truncated 

through much of the pandemic period because of the extremely high level of claims at that time. 

 

 
 

To provide more detail on recent trends, the chart below shows how initial jobless claims have 

changed since mid-2021. 

https://www.bloomberg.com/news/articles/2022-12-14/pfizer-inks-deal-to-sell-paxlovid-in-china-amid-surging-covid?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-12-14/pfizer-inks-deal-to-sell-paxlovid-in-china-amid-surging-covid?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-12-15/foxconn-ends-most-closed-loop-restrictions-in-iphone-city?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-12-15/foxconn-ends-most-closed-loop-restrictions-in-iphone-city?srnd=premium&sref=uIvt3NFS
https://www.cnbc.com/2022/12/15/swiss-central-bank-hikes-interest-rates-by-50-basis-points-to-counter-further-spread-of-inflation.html
https://www.cnbc.com/2022/12/15/swiss-central-bank-hikes-interest-rates-by-50-basis-points-to-counter-further-spread-of-inflation.html
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Also today, two regional Federal Reserve banks released important business activity indexes.  

The New York FRB said its December Empire State Manufacturing Index fell to a seasonally 

adjusted -11.2, much worse than the expected reading of -1.0 and the November reading of +4.5.  

This index is designed so that positive readings point to expanding factory activity in New York 

state.  At its current level, the index suggests New York manufacturing has suddenly fallen back 

into a sharp contraction.  The chart below shows how the index has fluctuated since just before 

the prior recession. 

 

 
 

Separately, the Philadelphia FRB said its December Manufacturing Activity Index rose to a 

seasonally adjusted -13.8.  That was worse than the anticipated reading of -10.0, but it was better 

than the November reading of -19.4.  The Philly Fed Index is designed so that positive readings 

point to expanding factory activity in the mid-Atlantic region.  At its current level, the index 

suggests mid-Atlantic manufacturing remains in contraction.  The chart below shows how the 

index has fluctuated since just before the prior recession. 
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Finally, November retail sales fell by a seasonally adjusted 0.6%, much worse than the expected 

decline of 0.2% but still not enough to erase the October jump of 1.3%.  Of course, overall retail 

sales are often driven by the volatile auto and auto parts sector, which makes up almost one-fifth 

of the total, and that appeared to be the case last month.  November retail sales excluding autos 

and auto parts were down just 0.2%.  That was still way below expectations for a rise of 0.2%, 

but it wasn’t nearly enough to offset the previous month’s revised 1.2% increase.  Overall retail 

sales in November were up 6.5% from the same month one year earlier, while sales excluding 

autos and auto parts were up 7.5%.  The chart below shows how retail sales have changed since 

just before the previous recession. 

 

 
 

The table below lists the economic releases and/or Federal Reserve events scheduled for the rest 

of the day. 
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Foreign Economic News 

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

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

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

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

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

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

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

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

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

paragraph below if any development merits further explanation. 
 

 
 

Financial Markets 

The table below highlights some of the indicators that we follow on a daily basis. Again, the 

color coding is similar to the foreign news description above. We will add a paragraph below if a 

certain move merits further explanation. 
 

EST Indicator Expected Prior Rating

9:15 Industrial Production m/m Nov 0.1% -0.1% ***

9:15 Industrial Capacity Utilization m/m Nov 79.8% 79.9% **

10:00 Business Inventories m/m Oct 0.4% 0.4% *

16:00 Net Long-term TIC Flows m/m Oct $118.0b **

16:00 Total Net TIC Flows m/m Oct $30.9b **

Economic Releases

Federal Reserve

No Fed speakers or events for the rest of today

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Japan Buying Foreign Bonds w/w 9-Dec -¥605.7b ¥522.2b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 9-Dec ¥845.2b -¥1100.6b * Equity and bond neutral

Japan Buying Foreign Stocks w/w 9-Dec ¥246.5b ¥618.2b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 9-Dec ¥1154.2b -¥349.3b * Equity and bond neutral

Trade Balance m/m Nov -¥2027.4b -¥2162.3b -¥1678.7b *** Equity and bond neutral

Exports m/m Nov 20.0% 25.3% 19.7% * Equity and bond neutral

Imports m/m Nov 30.3% 53.5% 26.9% * Equity and bond neutral

Tertiary Industry Index m/m Oct 0.2% -0.4% -0.2% ** Equity and bond neutral

Australia Employment Change m/m Nov 64.0k 32.2k 43.1k *** Equity bearish, bond bullish

Unemployment Rate m/m Nov 3.4% 3.4% 3.4% *** Equity and bond neutral

Participation Rate m/m Nov 68.8% 66.5% 66.6% ** Equity bullish, bond bearish

New Zealand GDP y/y 3Q 6.4% 0.4% 0.3% ** Equity bullish, bond bearish

China Industrial Production y/y Nov 2.2% 5.0% 3.5% *** Equity bearish, bond bullish

Retail Sales y/y Nov -5.9% -0.5% -4.0% * Equity bearish, bond bullish

EUROPE

Eurozone EU27 New Car Registrations y/y Nov 16.3% 12.2% *** Equity bullish, bond bearish

Germany Wholdsale Price Index y/y Nov 14.9% 17.4% *** Equity bearish, bond bullish

France CPI y/y Nov F 6.2% 6.2% 6.2% *** Equity and bond neutral

CPI, EU Harmonized y/y Nov F 7.1% 7.1% 7.1% ** Equity and bond neutral

Business Confidence m/m Dec 102 102 101 ** Equity and bond neutral

Manufacturing Confidence m/m Dec 101 101 100 * Equity and bond neutral

Russia GDP y/y 3Q P -3.7% -4.0% -4.0% ** Equity and bond neutral

AMERICAS

Canada Housing Starts m/m Nov 264.2K 267.1k 259.0k ** Equity and bond neutral

Mexico International Reserves Weekly w/w 15-Dec $199.209b $198.89b * Equity and bond neutral

Brazil FGV Inflation IGP-10 m/m Dec 0.36% -0.59% 0.23% * Equity bearish, bond bearish
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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. 
 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 477 475 2 Up

3-mo T-bill yield (bps) 419 421 -2 Up

TED spread (bps) 58 54 4 Widening

U.S. Sibor/OIS spread (bps) 451 449 2 Up

U.S. Libor/OIS spread (bps) 452 451 1 Up

10-yr T-note (%) 3.47 3.48 -0.01 Up

Euribor/OIS spread (bps) 208 205 3 Neutral

Currencies Direction

Dollar Up Down

Euro Down Up

Yen Down Up

Pound Down Up

Franc Down Up

Central Bank Action Current Prior Expected

FOMC Rate Decision (Lower Bound) 4.500% 4.000% 4.500% On Forecast

FOMC Rate Decision (Upper Bound) 4.250% 3.750% 4.250% On Forecast

FOMC Rate on Reserve Balances 4.400% 3.900% 4.400% On Forecast

RBA FX Transactions Government -A$719m -A$785m Above Forecast

RBA FX Transactions Market A$672m A$597m Above Forecast

RBA FX Transactions Other A$644m A$605m Above Forecast

Bank of England Bank Rate 3.500% 3.000% 3.500% On Forecast

Swiss National Bank Policy Rate 1.000% 0.500% 1.000% On Forecast

PBOC 1-Year Med-Term Lending Facility 2.750% 2.750% 2.750% On Forecast

PBOC 1-Year Med-Term Lending (Bil.) 650.0b 850.0b 500.0b Above Forecast

ECB Main Refinancing Rate 2.500% 2.000% 2.500% On Forecast

ECB Marginal Lending Facility 2.750% 2.500% 2.750% On Forecast

ECB Deposit Facility Rate 2.000% 1.500% 2.000% On Forecast
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Weather 

The 6-10 and 8-14 day forecasts show cooler-than-normal temperatures in the Great Plains, 

Midwest, and East Coast regions, with warmer-than-normal temperatures only in California.  

Wet conditions are anticipated in the northern tier states and along the East Coast, with dry 

conditions expected in the Southwest and Midwest. 

Price Prior Change Explanation

Brent $82.73 $82.70 0.04%

WTI $77.29 $77.28 0.01%

Natural Gas $6.47 $6.43 0.61%

Crack Spread $30.54 $31.20 -2.12%

12-mo strip crack $28.71 $29.19 -1.65%

Ethanol rack $2.39 $2.40 -0.35%

Metals

Gold $1,778.33 $1,807.32 -1.60%

Silver $23.18 $23.95 -3.18%

Copper contract $383.60 $387.80 -1.08%

Grains

Corn contract $649.25 $650.50 -0.19%

Wheat contract $751.25 $749.25 0.27%

Soybeans contract $1,483.50 $1,485.00 -0.10%

Shipping

Baltic Dry Freight 1,401            1,357            44

Actual Expected Difference

Crude (mb) 10.2 -3.5 13.7

Gasoline (mb) 4.5 2.5 2.0

Distillates (mb) 1.4 2.5 -1.1

Refinery run rates (%) -3.3% 0.0% -3.3%

Natural gas (bcf) -52

Energy Markets

DOE Inventory Report

automatically, "cause/trend" must be entered manually
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Data Section 
 

U.S. Equity Markets – (as of 12/14/2022 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 12/14/2022 close) 

 

-30% -20% -10% 0% 10% 20%

Growth

Real Estate

Emerging Markets ($)

Small Cap

Emerging Markets (local currency)

Large Cap

US Corporate Bond

US Government Bond

Foreign Developed ($)

Mid Cap

US High Yield

Value

Foreign Developed (local currency)

Cash

Commodities

YTD Asset Class Total Return

Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily. The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

December 15, 2022 
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P/E as of 12/14/2022 = 19.2x

 
 

Based on our methodology,1 the current P/E is 19.2x, up 0.1x from our last report.  Higher equity 

values led to the rise 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 three actual quarters (Q1, Q2 and Q3) and one estimate (Q4). 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. 


