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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: February 18, 2022—9:30 AM EST] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 is currently up 0.2% from its prior close. In Asia, the MSCI Asia Apex 

50 closed down 1.6%. Chinese markets were higher, with the Shanghai Composite up 0.7% from 

its prior close and the Shenzhen Composite up 0.4%. U.S. equity index futures are signaling a 

higher open. With 412 companies having reported, the S&P 500 Q4 2021 earnings stand at 

$54.80, higher than the $52.34 forecast for the quarter. The forecast reflects a 21.7% increase 

from Q4 2020 earnings. Thus far this quarter, 76.2% of the companies have reported earnings 

above forecast, while 18.9% have reported earnings below forecast.   
 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Bi-Weekly Geopolitical Report (2/14/2022) (with associated podcast): “Ukraine: Key 

Questions” 

• Weekly Energy Update (2/17/2022): Oil prices remain elevated despite continued sales 

from the SPR.  

• Asset Allocation Quarterly - Q1 2022 (1/20/2022): Discussion of our asset allocation 

process, Q1 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (2/7/2022) (with associated podcast): “Gold: An Update of 

Current Conditions” 

• Confluence of Ideas podcast (1/20/2022): “The 2022 Outlook” 

• Current Perspectives: “2022 Outlook: The Year of Fat Tails” (12/16/2021) 

 

In today’s Comment, we open with an update on the Russia-Ukraine crisis, where most of the 

optimism generated earlier in the week has now dissipated.  Government officials and investors 

seem increasingly resigned to the possibility of war, as reflected in yesterday’s activity in the 

financial markets.  We next review U.S. news with the potential to affect the markets today, 

followed by a discussion of various international developments.  We wrap up with the latest on 

the coronavirus pandemic. 

 

Russia-Ukraine:  It now appears more certain that Russia is not pulling back its troops from 

their positions near Ukraine, as Russian officials said early this week.  Moreover, it’s starting to 

look like President Putin may have decided to justify an invasion on false assertions that Ukraine 

is persecuting ethnic Russians in and around the breakaway provinces of Donbas and Luhansk in 

far eastern Ukraine. 

 

Daily Comment 
 

By Patrick Fearon-Hernandez, CFA, 

and Thomas Wash 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_2_14_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_feb_17_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q122.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Feb_07_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/wp-content/uploads/2022_Outlook_Year_of_Fat_Tails.pdf
https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
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• At the United Nations yesterday, Russia formally leveled allegations that Ukraine is 

pursuing a “genocide” against Russian speakers.  At the same time, Russian separatists 

in Donbas and Luhansk have continued to increase their shelling of areas controlled by 

Kyiv, as we noted in our Comment yesterday.  That shelling seems designed to spark a 

military response from Ukraine that Russia could say requires intervention.  The 

Ukrainian government said today its troops have been issued orders to exercise restraint 

when responding to artillery fire to not give Russia a pretext to invade. 

• For good measure, Russia yesterday also expelled the second-ranking diplomat at the 

U.S. Embassy in Moscow, probably hoping for a more-than-proportionate response from 

the U.S. that would provide a further pretext for a conflict.  However, the Russian 

military also announced that its strategic missile forces would conduct an exercise 

involving multiple test launches of intercontinental ballistic missiles (ICBMs) and cruise 

missiles, the type used in a nuclear war.  Those exercises are actually not unusual for 

Russia, but they are usually held in the autumn.  Announcing they will be held now, in 

the midst of the crisis, is likely intended as a reminder of the ultimate risk if the U.S. and 

NATO choose to fight Russia. 

• More broadly, the Russians replied negatively to the recently written messages from the 

U.S. and NATO, saying they would not accede to the Kremlin’s demands for a legally 

binding commitment never to admit Ukraine to the alliance and roll back NATO’s 

eastern expansion.  In sum, the Russians are, once again, threatening to take military 

measures if their demands are not met. 

o As we’ve mentioned before, the Russian demands seem to be backfiring on them, 

as the threat to Ukraine has reinvigorated NATO and again been able to show its 

value. 

o In fact, at a meeting of NATO defense ministers yesterday, the alliance discussed 

plans to deploy rotating joint forces to Romania, similar to those now regularly 

deployed to Lithuania, Latvia, Estonia, and Poland.  In a more specific show of 

support for Ukraine, the U.K. government said it would ease visa requirements 

for some Ukrainians trying to flee the country. 

o Separately, European Commission President Ursula von der Leyen briefed EU 

national leaders yesterday on a sanctions package, which is now ready to be 

applied if Russia invades. 

• In a last-ditch effort to avoid a conflict, Secretary of State Blinken requested an urgent 

meeting with Russian Foreign Minister Lavrov, and U.S. officials said that meeting is 

scheduled for late next week.  Nevertheless, President Biden sounded resigned to 

hostilities yesterday, saying, “Every indication we have is they’re prepared to go into 

Ukraine . . . My sense is this will happen within the next several days.” 

 

U.S. Fiscal Policy:  The Senate yesterday passed a stopgap spending bill to keep the federal 

government funded until mid-March and avoid a partial shutdown at midnight Friday.  Passage 

of the bill now frees appropriators to put their full attention on hammering out a deal on an 

omnibus spending bill to fund the government through the remainder of fiscal 2022. 

 

https://www.wsj.com/articles/ukraine-pro-russia-separatists-trade-allegations-of-cease-fire-violations-11645091832?mod=hp_lead_pos1
https://www.wsj.com/articles/ukraine-pro-russia-separatists-trade-allegations-of-cease-fire-violations-11645091832?mod=hp_lead_pos1
https://www.wsj.com/articles/ukraine-troops-told-to-exercise-restraint-to-avoid-provoking-russian-invasion-11645185631?mod=hp_lead_pos1
https://www.rferl.org/a/russia-expels-gorman-embassy-united-states/31708522.html
https://www.rferl.org/a/russia-expels-gorman-embassy-united-states/31708522.html
https://www.rferl.org/a/russia-new-military-exercises-far-east/31709868.html
https://www.ft.com/content/46b1a8b0-ad6a-4e81-beb4-50568333a563
https://www.militarytimes.com/flashpoints/ukraine/2022/02/16/us-nato-consider-bolstering-troop-presence-in-eastern-europe/?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2002.17.2022&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.militarytimes.com/flashpoints/ukraine/2022/02/16/us-nato-consider-bolstering-troop-presence-in-eastern-europe/?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2002.17.2022&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.politico.eu/article/uk-eases-visa-rules-for-brits-closest-relatives-fleeing-ukraine/?utm_source=POLITICO.EU&utm_campaign=378bd085bd-EMAIL_CAMPAIGN_2022_02_18_05_04&utm_medium=email&utm_term=0_10959edeb5-378bd085bd-190480045
https://www.politico.eu/article/uk-eases-visa-rules-for-brits-closest-relatives-fleeing-ukraine/?utm_source=POLITICO.EU&utm_campaign=378bd085bd-EMAIL_CAMPAIGN_2022_02_18_05_04&utm_medium=email&utm_term=0_10959edeb5-378bd085bd-190480045
https://www.politico.eu/newsletter/brussels-playbook/eu-leaders-to-mull-sanctions-africa-summit-opens-metsola-cracks-down/?utm_source=POLITICO.EU&utm_campaign=378bd085bd-EMAIL_CAMPAIGN_2022_02_18_05_04&utm_medium=email&utm_term=0_10959edeb5-378bd085bd-190480045
https://www.politico.eu/newsletter/brussels-playbook/eu-leaders-to-mull-sanctions-africa-summit-opens-metsola-cracks-down/?utm_source=POLITICO.EU&utm_campaign=378bd085bd-EMAIL_CAMPAIGN_2022_02_18_05_04&utm_medium=email&utm_term=0_10959edeb5-378bd085bd-190480045
https://www.wsj.com/articles/blinken-sees-moment-of-peril-in-ukraine-challenges-moscow-to-commit-that-it-wont-invade-11645127027
https://www.wsj.com/articles/blinken-sees-moment-of-peril-in-ukraine-challenges-moscow-to-commit-that-it-wont-invade-11645127027
https://www.wsj.com/articles/government-shutdown-looms-as-gop-senators-seek-votes-on-vaccine-mandate-drug-pipes-11645116194?mod=hp_lead_pos7
https://www.wsj.com/articles/government-shutdown-looms-as-gop-senators-seek-votes-on-vaccine-mandate-drug-pipes-11645116194?mod=hp_lead_pos7
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U.S. Housing Market:  According to mortgage-finance giant Freddie Mac, the average rate for a 

30-year, fixed-rate loan rose to 3.92% for the week ended Thursday, compared with just 3.69% 

one week earlier. Driven by rising Treasury yields and expectations for a series of interest-rate 

hikes by the Federal Reserve, the latest rate is the highest since May 2019. 

• Coupled with the sharp rise in home prices over the last year, the increase in mortgage 

costs is soon likely to start cooling the red-hot home market. 

• If home values really do start to moderate, it will likely make many consumers feel less 

affluent and could take some of the wind out of consumer spending.  In turn, that would 

help pull down inflation. 

 

Canada:  Police have begun arresting the truckers and other people who have been staging 

disruptive protests against the government’s COVID-19 rules in the capital city of Ottawa.   The 

arrests so far don’t seem to be producing any violence.  It appears the government will take 

control of the situation soon; the protests nevertheless have revealed a potentially destabilizing 

populist streak in Canadian society similar to that which has developed in the U.S. and other 

major democracies. 

 

China:  The National Development and Reform Commission and 13 other government agencies 

issued a joint statement that authorities would guide online delivery-platform operators toward 

lowering the fees they charge to restaurant owners.  The initiative ostensibly aims to reduce 

restaurants’ operating costs, but it also represents another step by President Xi to rein in the 

country’s powerful, fast-growing technology firms.  The move has sparked another steep drop in 

Chinese technology stocks so far today. 

 

European Union-China:  The EU is taking China to the WTO for patent infringements costing 

companies billions of euros as part of what officials in Brussels claim is a “power grab” by 

Beijing to set smartphone technology licensing rates. 

• Smartphone makers have agreed on global standards for telecommunications networks, 

and in return, technology manufacturers must license their patents to others. If they 

cannot agree on a price, they go to court to set it. 

• Chinese courts generally set prices at half the level of those in the west, meaning their 

companies pay less for the technology from overseas providers. 

• In August 2020, China’s Supreme People’s Court decided Chinese courts can impose 

“anti-suit injunctions,” which forbid a company from taking a case to any court outside 

the country. Those that do are liable for a €130,000 daily fine, and the judgments of 

courts elsewhere are ignored. 

• Although many European countries are reluctant to spoil their economic relationship with 

Beijing, the WTO complaint indicates they increasingly see the economic risks involved 

and are now more willing to push back.  The move may help preserve European 

technology and help technology firms, but the risk is that EU countries could eventually 

face retribution from China. 

 

France:  The French government said it would pump €2.1 billion into state-controlled electricity 

utility EDF (ECIFY, $1.84) to help make up for production outages at several nuclear plants.  

https://www.wsj.com/articles/mortgage-rates-close-in-on-4-making-home-affordability-tougher-11645117266?mod=hp_lista_pos5
https://www.wsj.com/articles/trudeau-says-emergency-powers-necessary-to-counter-freedom-convoy-protests-in-canada-11645118737?mod=hp_lead_pos7
https://www.wsj.com/articles/trudeau-says-emergency-powers-necessary-to-counter-freedom-convoy-protests-in-canada-11645118737?mod=hp_lead_pos7
https://www.wsj.com/articles/china-orders-food-delivery-fee-cuts-sparks-tech-selloff-11645183113?mod=article_inline
https://www.wsj.com/articles/china-orders-food-delivery-fee-cuts-sparks-tech-selloff-11645183113?mod=article_inline
https://www.ft.com/content/d08f7480-5d19-497b-ac8b-bb68d780eae4
https://www.ft.com/content/d08f7480-5d19-497b-ac8b-bb68d780eae4
https://www.ft.com/content/af3401c0-8bd2-4597-bd84-0184c75624bd
https://www.ft.com/content/af3401c0-8bd2-4597-bd84-0184c75624bd


 

 

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

www.confluenceinvestment.com 

 4 

The funding, via a rights issue, would also help ease the financial stress caused by the 

government’s cap on electricity bills for households and businesses amid Europe’s surging 

energy prices.  The move illustrates the financial cost for European countries that try to shield 

consumers from the worst of the energy crisis. 

 

COVID-19:  Official data show confirmed cases have risen to  420,166,191 worldwide, with 

5,865,242 deaths.  In the U.S., confirmed cases rose to 78,269,887, with 931,742 deaths.  (For an 

interactive chart that allows you to compare cases and deaths among countries, scaled by 

population, click here.)  Meanwhile, in data on the U.S. vaccination program, the number of 

people who are considered fully vaccinated now totals 214,474,721, equal to 64.6% of the total 

population. 

 

• In the U.S., data continues to suggest the highly transmissible Omicron mutation is in 

retreat.  The seven-day average of people hospitalized with a confirmed or suspected 

COVID-19 infection fell to 78,213 yesterday, down 40% from just two weeks earlier. 

• As the Omicron wave surges through Hong Kong, the Chinese government is struggling 

to make sure it doesn’t spill into the mainland and spoil President Xi’s “zero-COVID” 

goals.  Authorities are especially worried about illegal border crossings from Hong Kong 

to China. 

 

U.S. Economic Releases  

 

There have been no significant U.S. economic releases so far today.  The table below lists the 

economic releases and/or Fed events scheduled for the rest of today. 

 

EST Indicator Expected Prior Rating

10:00 Leading indicators m/m Jan 0.2% 0.8% ***

10:00 Existing Home Sales m/m Jan 6.1m 6.2m ***

EST Speaker or Event

9:45 Chris Waller and Charles Evans on panal at U of Chicago Fed Governor and President of FRB of Chicago

10:00 John Williams Speaks at New Jersey City U. President of the Federal Reserve Bank of New York

12:00 Lael Brainard speaks on CBDC at U of Chicago

Economic Releases

Fed Speakers or Events

District or Position

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. 

 
 

https://www.nytimes.com/live/2022/02/18/world/covid-19-tests-cases-vaccine
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://www.nytimes.com/interactive/2021/us/covid-cases.html?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=LegacyCollection&variant=1_BlueLink&is_new=false
https://www.ft.com/content/79bd3e9b-74cf-4f3f-8cff-d940d16021a7
https://www.ft.com/content/79bd3e9b-74cf-4f3f-8cff-d940d16021a7
https://www.ft.com/content/79bd3e9b-74cf-4f3f-8cff-d940d16021a7
https://www.ft.com/content/209e06e8-8d64-4ebe-9b2d-9244e378e707
https://www.ft.com/content/209e06e8-8d64-4ebe-9b2d-9244e378e707
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan CPI y/y Jan 0.5% 0.8% 0.6% *** Equity and bond neutral

CPI core y/y Jan 0.2% 0.5% 0.3% ** Equity and bond neutral

New Zealand PPI input q/q Q4 1.1% 1.6% ** Equity and bond neutral

PPI output q/q Q4 1.4% 1.8% ** Equity and bond neutral

EUROPE

Eurozone ECB current account y/y Jan €22.6 bn €23.6 bn * Equity and bond neutral

Consumer Confidence Index m/m Feb -8.5 -8.0 ** Equity and bond neutral

France Unemployment rate q/q Q4 7.4% 8.1% 7.8% * Equity bullish, bond bearish

CPI y/y Jan 2.9% 2.9% 2.9% Equity and bond neutral

UK Retail Sales y/y Jan 9.1% -0.9% 9.4% ** Equity and bond neutral

Retail Sales Ex-Auto Fuel y/y Jan 7.2% -3.0% 7.9% ** Equity and bond neutral

Italy Current account surplus m/m Dec €4.4 bn €4.9 bn ** Equity and bond neutral

Switzerland Industrial Production y/y Q4 7.3% 8.3% ** Equity and bond neutral

Russia Gold and Forex Reserves m/m 11-Feb 639.4b 634.1b *** Equity and bond neutral

AMERICAS

Canada Retail sales m/m Dec -1.8% 0.7% -2.1% *** Equity and bond neutral

Retail Sales Ex-Auto m/m Dec -2.5% 1.1% -1.5% *** Equity bearish, bond bullish  
 

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) 49 47 2 Up

3-mo T-bill yield (bps) 32 35 -3 Neutral

TED spread (bps) 17 12 5 Widening

U.S. Libor/OIS spread (bps) 40 40 0 Down

10-yr T-note (%) 1.97 1.96 0.01 Up

Euribor/OIS spread (bps) -53 -52 -1 Neutral

Currencies Direction

Dollar Neutral Neutral

Euro Neutral Up

Yen down Neutral

Pound Neutral Up

Franc Neutral Neutral  
 

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. 
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Price Prior Change Explanation

Brent $91.21 $92.97 -1.89% War fears ebbing

WTI $89.96 $91.76 -1.96%  

Natural Gas $4.45 $4.49 -0.89%  

Crack Spread $21.24 $21.74 -2.32%

12-mo strip crack $23.63 $24.07 -1.81%

Ethanol rack $2.26 $2.26 0.15%

Gold $1,892.49 $1,898.43 -0.31% War fears ebbing

Silver $23.83 $23.83 0.00%

Copper contract $454.65 $452.80 0.41%

Corn contract $647.75 $649.25 -0.23%

Wheat contract $801.50 $804.75 -0.40%

Soybeans contract $1,603.00 $1,596.00 0.44%

Baltic Dry Freight 1,886            1,896            -10

Actual Expected Difference

Crude (mb) 1.1 -1.9 3.0

Gasoline (mb) -1.3 0.3 -1.6

Distillates (mb) -1.6 -1.5 -0.1

Refinery run rates (%) -2.9% -0.2% -2.7%

Natural gas (bcf) -190.0 -189.0 -1.0

Shipping

Energy Markets

Metals

Grains

DOE Inventory Report

 
 

Weather 
 

The 6-10 day and 8-14 day forecasts show a definitive cooling trend, with colder-than-normal 

temps from the West Coast to the Ohio Valley.  The Eastern Seaboard is expected to enjoy much 

warmer than normal temperatures.  In the 6-10 day forecast, wet conditions are expected in the 

eastern half while dry conditions continue across the Rockies to the Pacific coast.  In the 8-14 

day forecast, dry conditions prevail in most of the country. 
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Data Section 
 

U.S. Equity Markets – (as of 2/17/2022 close) 

 

-20% -10% 0% 10% 20% 30%
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Consumer Discretionary

Technology

Utilities

Healthcare

S&P 500

Materials

Industrials

Consumer Staples

Financials

Energy

YTD Total Return

-4.0% -3.0% -2.0% -1.0% 0.0% 1.0%

Technology

Consumer Discretionary

Communication Services

Financials

S&P 500

Industrials

Materials

Healthcare

Real Estate

Energy

Utilities

Consumer Staples

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 2/17/2022 close) 

 

 
 
 

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 

 

February 17, 2022 

 

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
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P/E as of 2/16/2022 = 21.7x

 
 

 

Based on our methodology,1 the current P/E is 21.7x, down 0.1x from last week.  The decline in 

the multiple is due to the decline in the index.  
 

 

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 (Q2 and Q3) and two estimates (Q4 and Q1). 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. 


