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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: June 1, 2022—9:30 AM EDT] Global equity markets are generally higher this 

morning. In Europe, the EuroStoxx 50 index is currently up 0.1% from its prior close. In Asia, 

the MSCI Asia Apex 50 index closed down 0.9%. Chinese markets were mixed, with the 

Shanghai Composite closing down 0.1% from its prior close and the Shenzhen Composite up 

0.3%. U.S. equity index futures are signaling a higher 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 (5/23/2022) (with associated podcast): “Going Nuclear 

with North Korea” 

• Weekly Energy Update (5/26/2022): We recap the data and look at the WTI-Brent spread. 

• Asset Allocation Quarterly - Q2 2022 (4/21/2022): Discussion of our asset allocation 

process, Q2 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (5/31/2022) (with associated podcast): “The Problem of 

Financial Conditions” 

• Confluence of Ideas podcast (3/25/2022): “The 2022 Outlook: Update #1” 

• Current Perspectives: “2022 Outlook: Update #1” (2/18/2022) 

 

Today, our Comment opens with an update on the Russia-Ukraine war; Russian forces continue 

to seize some territory in Ukraine’s eastern Donbas region, and Ukrainian forces continue 

staging what appears to be a tactical retreat.  We next review a range of international and U.S. 

developments with the potential to affect the financial markets.  We close with the latest news on 

the coronavirus pandemic. 

 

Russia-Ukraine:  Russian forces continue to focus on consolidating their control over the 

Donbas region of eastern Ukraine.  Their superiority in equipment and troop levels allows them 

to make slow but steady gains.  In addition, it appears Ukraine has made a strategic decision to 

offer only limited resistance to that effort.  It is probably a measure to preserve its military 

resources for future counteroffensives against the Russians if, and when, the balance of forces 

shifts more toward Ukraine’s favor, perhaps after the delivery of more powerful weapons from 

the West.  Today, the Biden administration plans to announce a new tranche of weapons 

shipments to Ukraine, including long-range rocket launchers and precision ammunition with a 
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range of up to 80 kilometers.  The announcement of that shipment comes after Ukraine provided 

the U.S. with assurances it would not use the missiles to attack Russian territory. 

• In recent days, alarmist press articles have again highlighted growing “cracks” in the 

alliance against Russia’s invasion, this time centered on the fact that some countries 

(such as Germany and France) have misgivings about providing ever more powerful 

weapons to Ukraine that could prolong the war without guaranteeing a Ukrainian 

victory, while other countries (such as the U.S., the U.K., and Poland) want to provide 

such weapons to inflict as much damage as possible on Russia’s military and discourage 

President Putin from further territorial aggression.  However, despite the alarmist tone of 

the reporting, it’s probably too early to assume the alliance is in danger of fracturing. 

o Military conflicts are so destructive and dangerous that wartime alliances always 

generate sharp internal disagreements as leaders ponder the opportunities and 

risks at hand for their own countries.  From World War II to the Gulf War, the 

U.S. has successfully managed such differences within its alliances and 

coalitions. 

o The risk of destruction in wartime is, at the same time, a glue that can help keep 

alliances together as leaders ultimately realize they are safer in a coalition than 

they are striking out on their own. 

o Beyond that, NATO has been singularly successful in cultivating its fundamental 

unity over the decades, even in peacetime.  That can be lost on some national 

leaders, press pundits, and armchair generals who don’t know what it is to eat 

lunch every day with colleagues from a dozen different NATO countries in the 

headquarters cafeteria in Brussels or who have never taken part in a NATO 

military exercise.  Persistent, intensive, large-scale NATO alliance-building 

activities have produced a coalition that is probably more resilient than many 

observers realize (President Putin, for example).   The best proof of that may be 

that after the end of the Cold War, the NATO alliance merely softened and got 

flabby rather than disintegrating.  Differences of opinion within the alliance bear 

watching, but they are still just arguments at this point.  They are probably still 

far from endangering the allied effort against Russia. 

• With Western sanctions pushing down Russia’s oil production, some OPEC members 

are exploring the idea of exempting the country from its output targets under the OPEC+ 

deal.  Exempting Russia from its targets could potentially pave the way for Saudi Arabia, 

the United Arab Emirates, and other OPEC producers to pump significantly more crude, 

something that the U.S. and European nations have pressed them to do in order to help 

bring down inflation. 

• Additional details on yesterday’s sanctions package from the EU indicate the bloc will 

not only ban most seaborne imports of Russian oil by the end of the year, but it and the 

U.K. will also ban their insurance companies from covering ships carrying Russian oil 

anywhere in the world.  The move threatens to further complicate Russia’s efforts to 

bring its crude to market, contributing to a further jump in oil prices so far today. 

https://www.wsj.com/articles/ukraines-zelensky-rejects-trading-land-for-peace-with-russia-11654072526
https://www.wsj.com/articles/ukraines-zelensky-rejects-trading-land-for-peace-with-russia-11654072526
https://www.wsj.com/articles/cracks-appear-in-western-front-against-russias-war-in-ukraine-11654004651?mod=hp_lead_pos6
https://www.wsj.com/articles/cracks-appear-in-western-front-against-russias-war-in-ukraine-11654004651?mod=hp_lead_pos6
https://www.wsj.com/articles/opec-weighs-suspending-russia-from-oil-production-deal-11654019943
https://www.wsj.com/articles/opec-weighs-suspending-russia-from-oil-production-deal-11654019943
https://www.ft.com/content/10372dd3-be3c-42b9-982b-241a38efcc88
https://www.ft.com/content/10372dd3-be3c-42b9-982b-241a38efcc88
https://www.ft.com/content/792171d7-ae3c-469c-bac6-295fd217bd57
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o Senior insurance executives have stressed to British and EU officials how hard it 

is to establish the provenance of oil cargoes on ships. 

o The executives have warned that insurers, fearing they might violate the 

sanctions, could pull back from covering any ships coming out of a particular 

port.  For example, they might refuse to cover ships coming out of a Russian 

port, even if it appears to be carrying oil from Kazakhstan.  Such a development 

could further crimp global oil supplies and drive prices even higher. 

• Other Western sanctions on Russia are also increasingly complicating global trade in 

food commodities.  In a summit with EU leaders yesterday, the president of the African 

Union complained that cutting Russian banks from the SWIFT system for international 

funds transfers has made it difficult for poor African countries to buy needed food 

supplies from Russia.  We continue to believe that rising food costs because of the war 

and other factors could spark widespread hunger or political instability worldwide in the 

coming months. 

 

Germany:  Police, public prosecutors, and financial regulators yesterday raided the offices of 

DWS and its majority owner Deutsche Bank (DB, $11.18).  It is part of a probe into whether the 

asset manager has been engaging in “greenwashing,” i.e., making misleading statements that its 

assets were invested using environmental, social and governance criteria. 

• The Germans launched their probe following a similar action by the U.S. Securities and 

Exchange Commission, prompted by allegations from a former DWS staffer. 

• The probes may signal intensifying scrutiny of asset managers going forward.  In an 

environment where ESG criteria can be vague, fluid, and inconsistently applied, those 

who have gotten out too far over their skis in making ESG claims could face high 

regulatory and reputational risk. 

 

United Kingdom:  Britons today are prepping for a four-day celebration of Queen Elizabeth II’s 

platinum jubilee.  The holiday will mark the queen’s 70 years on the throne, a record in a royal 

dynasty that stretches back over a thousand years. 

• The celebration will include all the pomp and ceremony associated with a British royal 

event. 

• There will be a military parade, street parties, a pop concert outside Buckingham Palace, 

and a religious service at St. Paul’s Cathedral. 

 

Mexico:  After years of racking up debts to its suppliers, state-owned oil giant Pemex said it 

would offer to pay back about $2 billion it owes to big-ticket suppliers using new debt.  The 

notes would pay a coupon of 8.75% and mature in 2029, potentially benefitting major service 

providers like Schlumberger (SLB, $45.96) and Halliburton (HAL, $40.50). 

 

Sri Lanka:  Illustrating the country’s worsening economic and political crisis, the government 

has begun applying for food donations from a regional food bank that supplies rice and other 

staples to member states during food crises.  Severe shortages of essential goods have wracked 

the country, which defaulted on international debts of more than $50 billion last month since it 

effectively ran out of foreign reserves. 

https://www.ft.com/content/e558de33-6064-4b10-a784-eb344cb17915
https://www.ft.com/content/e558de33-6064-4b10-a784-eb344cb17915
https://www.ft.com/content/ff27167d-5339-47b8-a261-6f25e1534942
https://www.ft.com/content/ff27167d-5339-47b8-a261-6f25e1534942
https://www.wsj.com/articles/queen-elizabeth-iis-platinum-jubilee-marks-moment-of-royal-celebration-and-reckoning-11654075801?mod=hp_lead_pos11
https://www.wsj.com/articles/queen-elizabeth-iis-platinum-jubilee-marks-moment-of-royal-celebration-and-reckoning-11654075801?mod=hp_lead_pos11
https://www.ft.com/content/4b66e5e3-2dfb-484f-b42e-b487bd8f09fb
https://www.ft.com/content/4b66e5e3-2dfb-484f-b42e-b487bd8f09fb
https://www.ft.com/content/c89a972c-df31-449c-a824-ba3ccd54a4da
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U.S. Monetary Policy:  Neither the White House nor the Federal Reserve provided any details 

on yesterday’s meeting between President Biden and Fed Chair Powell, other than National 

Economic Council Director Deese’s statement that it was “a very constructive meeting focused 

on the outlook for the U.S. and the global economy.”  If anything, reports prior to the meeting 

underscored that both Biden and Powell remain intent on bringing down consumer price inflation 

rapidly. 

• With the Fed driving up bond yields and stocks sliding, individual investors poured a net 

$20 billion into mutual and exchange-traded funds that focus on U.S. Treasury securities 

over the four-week period ended May 25. It marked the largest such infusion in records 

going back 29 years. 

• At the same time, some investors are starting to buy heavily beaten down small-cap 

stocks, although that could well prove to be premature given the way rising inflation and 

higher interest rates have increased the risk of recession in the coming quarters. 

 

U.S. Cryptocurrency Markets:  Amid the latest pullback in digital currency values, lawsuits 

over investment losses are picking up around the country. 

• Many of the cases have been fueled by investors who allege some digital coins were 

hyped and sold under false pretenses. Some proposed class-action suits allege pump-and-

dump schemes involving celebrity promoters. 

• Others allege that some digital tokens are unregistered securities or that cryptocurrency 

issuers were deceitful in their marketing. 

 

COVID-19:  Official data show confirmed cases have risen to  530,184,304 worldwide, with 

6,292,981 deaths.  The countries currently reporting the highest rates of new infections include 

the U.S., Taiwan, Germany, and Australia.  (For an interactive chart that allows you to compare 

cases and deaths among countries, scaled by population, click here.)  In the U.S., confirmed 

cases have risen to 84,215,080, with 1,007,047 deaths.  In data on the U.S. vaccination program, 

the number of people considered fully vaccinated now totals 221,292,360, equal to 66.7% of the 

total population. 

 

• In the U.S., the latest wave of infections already appears to be topping out, although 

hospitalizations are still accelerating with their usual lag.  The seven-day average of 

newly reported cases has now reached 98,688, down 2% from two weeks ago.  The 

seven-day average of people hospitalized with confirmed or suspected COVID-19 in the 

U.S. came in at 26,512 yesterday, up 16% from two weeks earlier.  New COVID-19 

deaths are now averaging 298 per day, down 6% from two weeks earlier. 

• Although the CDC only recommends self-isolating for five days after the first appearance 

of COVID-19 symptoms or a positive result from an at-home test, many people find they 

continue to test positive for as many as ten days.  In other words, they may still be 

contagious even after the recommended five-day isolation period. 

• In China, authorities in Shanghai today lifted most pandemic restrictions as planned.  

Along with dozens of government stimulus programs launched around the country to 

https://www.wsj.com/articles/biden-powell-to-meet-with-inflation-at-its-highest-in-40-years-11654018722?mod=hp_lead_pos2
https://www.wsj.com/articles/main-street-investors-break-records-in-rush-for-u-s-government-bonds-11654035356
https://www.wsj.com/articles/main-street-investors-break-records-in-rush-for-u-s-government-bonds-11654035356
https://www.wsj.com/articles/investors-spot-bargains-among-small-cap-stocks-11654046091
https://www.wsj.com/articles/investors-spot-bargains-among-small-cap-stocks-11654046091
https://www.wsj.com/articles/as-crypto-losses-hit-investors-litigation-picks-up-11654084801?mod=hp_featst_pos3
https://www.nytimes.com/live/2022/06/01/world/covid-19-mandates-vaccine-cases?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=Interactive&variant=show&is_new=false
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://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.wsj.com/articles/covid-19-can-leave-you-infectious-after-five-or-even-10-days-11653994800?mod=hp_listb_pos1
https://www.wsj.com/articles/covid-19-can-leave-you-infectious-after-five-or-even-10-days-11653994800?mod=hp_listb_pos1
https://www.nytimes.com/live/2022/06/01/world/covid-19-mandates-vaccine-cases#shanghai-covid-lockdown-eases
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offset draconian lockdowns, the end of the restrictions in Shanghai offers some hope that 

the Chinese economy can start growing again, helping buoy Chinese stocks and global 

commodity prices in recent days. 

• In Japan, the government further eased travel restrictions today by allowing people 

arriving from 98 countries where the coronavirus risk is deemed to be low to be exempt 

from testing at airports and quarantine. 

• In contrast, authorities in Hong Kong said a planned late-June easing of social-distancing 

rules on pubs and restaurants might be delayed because of recent infections tied to two 

bar clusters. 

 

U.S. Economic Releases  

 

In the week ending May 27, mortgage applications fell for the third consecutive week.  

According to the overall Mortgage Bankers Association (MBA) index, mortgage applications fell 

2.3% from the prior week.  The drop in applications can be attributed to a decrease in the 

demand for refinancing.  The application index for refinancing fell 5.4% from the prior week, 

while the index for purchases fell 0.6%.  The average 30-year fixed-rate mortgage dropped 13 

bps from 5.46% to 5.33%.  

 

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

 

  
 

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. 

EST Indicator Expected Prior Rating

9:45 S&P Global US Manufacturing PMI m/m May 57.5 57.5 ***

10:00 Construction Spending MoM m/m Apr 0.5% 0.1% **

10:00 ISM Manufacturing m/m May 54.5 55.4 **

10:00 ISM Prices Paid m/m May 80.5 84.6 **

10:00 ISM New Orders m/m May 53.5 **

10:00 ISM Employment m/m May 50.9 *

10:00 JOLTS Job Openings m/m Apr 11300k 11549k **

10:00 Wards Total Vehicle Sales m/m May 13.70m 14.29m ***

EST Speaker or Event

11:30 John Williams Makes Opening Remarks President of the Federal Reserve Bank of New York

13:00 James Bullard Discusses Economic and Policy Outlook President of the Federal Reserve Bank of St. Louis

14:00 U.S. Federal Reserve Releases Beige Book Federal Reserve Board

Economic Releases

Federal Reserve

District or Position

https://www.japantimes.co.jp/news/2022/06/01/national/japan-tourism-arrival-cap/
https://www.japantimes.co.jp/news/2022/06/01/national/japan-tourism-arrival-cap/
https://www.scmp.com/news/hong-kong/politics/article/3179799/coronavirus-bar-clusters-could-mean-delay-late-june-easing?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220601&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3179877&article_id_list=3179799,3179877,3179873,3179894,3179895,3179915,3179911,3179903&tc=3&CMCampaignID=2f846eaab952e93534c7f2a7aa47e625
https://www.scmp.com/news/hong-kong/politics/article/3179799/coronavirus-bar-clusters-could-mean-delay-late-june-easing?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220601&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3179877&article_id_list=3179799,3179877,3179873,3179894,3179895,3179915,3179911,3179903&tc=3&CMCampaignID=2f846eaab952e93534c7f2a7aa47e625
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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. 

 

  
 

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. 

 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Caixin China PMI Mfg m/m May 48.1 46.0 49.0 *** Equity bearish, bond bearish

Japan Capital Spending y/y 1Q 3.0% 4.3% 3.6% ** Equity bearish, bond bullish

Jibun Bank Japan PMI Mfg m/m May 53.3 53.2 *** Equity and bond neutral

Vehicle Sales y/y May -16.7% -15.0% ** Equity bearish, bond bullish

India S&P Global India PMI Mfg m/m May 54.6 54.7 ** Equity and bond neutral

Australia CoreLogic House Px MoM m/m May -0.3% 0.3% 5.0% ** Equity bearish, bond bearish

S&P Global Australia PMI Mfg m/m May 55.7 55.3 ** Equity and bond neutral

GDP SA q/q 1Q 0.8% 3.4% 7.9% *** Equity bearish, bond bullish

Commodity Index SDR y/y May 30.4% 39.9% ** Equity and bond neutral

New Zealand CoreLogic House Prices y/y May 15.3% 18.8% ** Equity and bond neutral

EUROPE

Eurozone S&P Global Eurozone Manufacturing PMI m/m May 54.6 54.4 54.4 ** Equity and bond neutral

Unemployment Rate m/m Apr 6.8% 6.8% 6.8% *** Equity and bond neutral

France S&P Global France Manufacturing PMI m/m May 54.6 54.5 54.5 *** Equity and bond neutral

Germany Retail Sales NSA m/m Apr 2.5% -5.4% 4.4% ** Equity bearish, bond bullish

S&P GlobalGermany Manufacturing PMI m/m May 54.8 54.7 54.7 *** Equity and bond neutral

Italy S&P Global Italy Manufacturing PMI m/m May 51.9 54.5 53.6 *** Equity and bond neutral

Unemployment Rate m/m Apr 8.4% 8.3% 8.3% *** Equity and bond neutral

UK Nationwide House PX m/m May 0.9% 0.3% 0.6% *** Equity and bond neutral

S&P Global/CIPS UK Manufacturing PMI m/m May F 54.6 54.6 54.6 *** Equity and bond neutral

Switzerland PMI Manufacturing m/m May 60.0 62.5 61.3 ** Equity and bond neutral

Russia S&P Global Russia Manufacturing PMI m/m May 50.8 48.2 48.3 ** Equity and bond neutral

AMERICAS

Mexico Net Outstanding Loans m/m Apr 4981b 4900b *** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 158 160 -2 Up

3-mo T-bill yield (bps) 108 110 -2 Up

TED spread (bps) 50 50 0 Widening

U.S. Sibor/OIS spread (bps) 143 141 2 Up

U.S. Libor/OIS spread (bps) 148 146 2 Up

10-yr T-note (%) 2.86 2.85 0.01 Up

Euribor/OIS spread (bps) -34 -35 1 Neutral

Currencies Direction

Dollar Up Up

Euro Flat Down

Yen Down Down

Pound Flat Down

Franc Down Down
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Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer-to-normal temperatures throughout the 

southern states, with cooler temperatures in the Great Plains, Midwest, and Rocky Mountain 

regions. Wetter-than-normal conditions are expected for most of the country, with dry conditions 

in the Southwest.  

Price Prior Change Explanation

Brent $117.44 $115.60 1.59% Demand Optimism

WTI $116.48 $114.67 1.58%

Natural Gas $8.34 $8.15 2.34%

Crack Spread $53.29 $51.20 4.07%

12-mo strip crack $36.77 $35.74 2.88%

Ethanol rack $2.97 $2.97 -0.10%

Metals

Gold $1,831.64 $1,837.35 -0.31%

Silver $21.53 $21.55 -0.08%

Copper contract $428.35 $429.60 -0.29%

Grains

Corn contract $750.50 $753.50 -0.40%

Wheat contract $1,091.25 $1,087.50 0.34%

Soybeans contract $1,688.25 $1,683.25 0.30%

Shipping

Baltic Dry Freight 2,566            2,571            -5

Actual Expected Difference

Crude (mb) -3.0

Gasoline (mb) -0.2

Distillates (mb) 0.5

Refinery run rates (%) 0.5%

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 5/31/2022 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 5/31/2022 close) 

 

-40% -20% 0% 20% 40%

Growth

Small Cap

Real Estate

US Corporate Bond

Large Cap

Emerging Markets ($)

Mid Cap

Foreign Developed ($)

Emerging Markets (local currency)

US Government Bond

US High Yield

Foreign Developed (local currency)

Value

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 

 

May 26, 2022 
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P/E as of 5/25/2022 = 19.7x

 
 

Based on our methodology,1 the current P/E is 19.7x, up 0.2x from last week. The multiple rose 

because we have the Standard and Poor’s earnings data. We use this source for the history of this 

series but use Thomson/Reuters for the estimates. In general, the Thomson/Reuters data tends to 

be higher than the Standard and Poor’s data, and so we often see the multiple rises when the 

latter data is available.  
 

 

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 (Q3, Q4 and Q1) and one estimate (Q2). 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. 


