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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 3, 2021—9:30 AM EDT] Global equity markets are lower this morning.  In 

Europe, the EuroStoxx 50 is down 0.1% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 0.8%.  Chinese markets closed lower, with the Shanghai Composite down 0.4% 

from its prior close and the Shenzhen Composite down 0.3%.  U.S. equity index futures are 

signaling a lower open.  With 489 companies having reported, the S&P 500 Q1 2021 earnings 

stand at $49.00, higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% 

increase from Q1 2020 earnings.  Thus far this quarter, 87.1% of the companies have reported 

earnings above forecast, while 11.3% 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 (5/24/2021): Taiwan and the Risk of Deglobalizing the 

World’s Semiconductor Industry: Part I 

• Weekly Energy Update (5/27/2021): We look at the “greening” of the supermajors and 

the IEA report. 

• Asset Allocation Q2 2021 Rebalance Presentation (5/20/2021): video discussion of our 

asset allocation process, portfolio changes in Q2, and the macro environment 

• Asset Allocation Weekly (with associated podcast and chart book) (5/28/2021): since last 

summer, there is an inverse correlation between bitcoin and gold prices. 

• Confluence of Ideas podcast (4/30/2021): “The U.S.-China Balance of Power: Part II” 

 

Today’s Comment opens with an overview of yesterday’s “Beige Book” report from the Federal 

Reserve, which pointed to accelerating economic growth but continued inflation pressures.  

Sticking with the inflation theme, we then review the latest UN data on global food prices.  

Various international news items follow, and we wrap up with the latest developments on the 

coronavirus pandemic. 

 

U.S. Monetary Policy:  In its latest Beige Book analyzing business anecdotes on the state of the 

economy, the Fed said activity expanded “somewhat faster” in April and May than it did in the 

previous period, driven largely by increased coronavirus vaccinations, the easing of pandemic 

lockdowns, and rebounding consumer demand for services.  The report discussed how supply 

disruptions and shortages across many industries are driving up costs, but it noted that 

rebounding demand often allows firms to pass on those costs to their customers in the form of 

higher prices.  In summary, the report judged that “. . . expectations changed little, with contacts 
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optimistic that economic growth will remain solid . . . Looking forward, contacts anticipate 

facing cost increases and charging higher prices in coming months.” 

• The Beige Book focuses on current conditions as seen by local business leaders rather 

than the policymakers’ future expectations.  It is, therefore, no surprise that yesterday’s 

report didn’t address head-on the key issue of whether today’s high inflation will really 

be transitory, as Fed officials insist.  All the same, it was notable that the report offered 

little evidence that the supply disruptions, labor shortages, and other issues driving up 

prices will dissipate soon. 

• For now, we remain optimistic that the current supply issues will get sorted out as the 

economy continues to recover from the pandemic, especially as the rebound in demand 

will likely be sated at some point.  Moving past today’s unfortunate inflation base effects 

will also help bring down the measured inflation rate, while other longstanding issues 

such as population aging should reassert themselves and put a damper on prices.  We 

suspect that will eventually help calm inflation concerns and put a lid on bond yields if no 

other inflation pressures arise. 

 

Global Food Inflation:  The UN Food and Agriculture Organization said its May index of 

global food prices was up 39.7% from the same month one year earlier, marking its biggest 

annual increase since 2011.  The report attributed the surge in food inflation to a range of factors, 

including the increased use of vegetable oil for biodiesel, China’s soaring appetite for grain and 

soybeans, and a severe drought in Brazil.  As a result, the annual price increases were especially 

large for vegetable oils and cereals (see chart below). 

• Not only will the data feed into current global concerns about the impact of inflation on 

the economy and financial markets, but it will also raise the specter of political unrest in 

less developed countries. 

• Indeed, the FAO Food Price Index has now essentially risen back to the high levels it 

reached a bit more than a decade ago when soaring food prices helped touch off the Arab 

Spring. 
 

 
Source: FAO 

http://www.fao.org/news/story/en/item/1403339/icode/
https://www.ft.com/content/8b5f4b4d-cbf8-4269-af2c-c94063197bbb
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United States-United Kingdom, et al:  U.S. Trade Representative Katherine Tai said the Biden 

administration would impose punitive tariffs on the U.K., Italy, Spain, Austria, India, and Turkey 

in response to their digital-services taxes on U.S. technology companies.  However, Tai said the 

administration would suspend the levies for six months while it seeks to negotiate an 

international resolution to the issue under the auspices of the G20 and the OECD. 

• The proposed tariffs, at a rate of 25%, would target imports worth nearly $2 billion from 

the six countries, including imports worth over $800 million from the U.K. and more than 

$300 million each from Italy and Spain. 

• Even though the tariffs will be suspended at first, the entire issue of global taxes on 

digital services is yet one more dimension of the increased regulatory risk hanging over 

U.S. technology giants. 

 

United States-Russia:  Officials at the White House said President Biden will pressure Russian 

President Putin to crack down on his country’s computer hackers when the leaders meet later this 

month.  The officials said Biden would also not rule out retaliating against the Russian criminal 

gangs that carried out the recent ransomware attacks on Colonial Pipeline and meat company 

JBS.  We suspect the U.S. has greater offensive cyberwarfare capabilities than is widely known, 

so the administration could impose a painful punishment on the hackers if it is willing to reveal 

some of its weaponry.  Ultimately, however, addressing the problem will probably require 

pressuring the Russian government to not give the hackers a safe haven for launching their 

attacks.  That implies further U.S.-Russian tensions. 

 

Israel:  Consistent with the reports we’ve been writing about, right-wing politician Naftali 

Bennett, centrist Yair Lapid, and other opponents of Prime Minister Netanyahu agreed to form a 

coalition government that will oust him.  If the government is sworn in within the next two 

weeks, Netanyahu would cede power to the most diverse coalition in Israel’s history, including, 

for the first time, an independent Arab party. 

• The proposed coalition is not yet a done deal.  The group would only have a razor-thin 

majority in the Knesset, and Netanyahu would only need to peel off a couple of its 

members to scuttle the plan. 

• Even if the coalition successfully takes power, the slim majority and contradictory 

ideologies among the member parties would likely leave the government unstable.  That 

could well paralyze policymaking and prompt yet another round of elections in the near 

term. 

 

Iran:  One of the largest ships in the Iranian navy caught fire and sank in the Gulf of Oman 

yesterday, followed hours later by a major fire at an oil refinery near Tehran.  The mysterious 

incidents immediately raised suspicions that they could have resulted from Israeli sabotage.  If 

those suspicions lead to fears over Persian Gulf oil supplies, they could give a further boost to 

the commodity markets. 

 

Nicaragua:  Police arrested President Ortega’s most prominent political opponent, Cristiana 

Chamorro, after searching her home for at least five hours in what her family said was the latest 

https://www.wsj.com/articles/u-s-to-levy-tariffs-over-digital-service-tax-but-suspend-implementation-11622646263
https://www.wsj.com/articles/u-s-to-levy-tariffs-over-digital-service-tax-but-suspend-implementation-11622646263
https://www.ft.com/content/95c62ed2-52de-4631-a58e-92333d0a8c1f
https://www.ft.com/content/95c62ed2-52de-4631-a58e-92333d0a8c1f
https://www.rferl.org/a/31287885.html
https://www.rferl.org/a/31287885.html
https://www.wsj.com/articles/israel-netanyahu-government-11622666936?mod=hp_lead_pos1
https://www.wsj.com/articles/israel-netanyahu-government-11622666936?mod=hp_lead_pos1
https://www.wsj.com/articles/traveling-to-europe-heres-whats-open-to-u-s-tourists-11622648501?mod=hp_lead_pos10
https://www.wsj.com/articles/traveling-to-europe-heres-whats-open-to-u-s-tourists-11622648501?mod=hp_lead_pos10
https://www.wsj.com/articles/nicaraguan-police-place-leading-ortega-opponent-under-house-arrest-11622702703
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attempt to keep her from challenging the authoritarian Ortega in November’s presidential 

elections. 

 

COVID-19:  Official data show confirmed cases have risen to 171,746,400 worldwide, with 

3,693,280 deaths.  In the United States, confirmed cases rose to 33,307,976 with 595,839 deaths.  

Vaccine doses delivered in the U.S. now total 366,977,535, while the number of people who 

have received at least their first shot totals 168,734,435.  Finally, here is the interactive chart 

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

by population.   

 

Virology 

• Newly confirmed U.S infections fell to 17,247 yesterday, only slightly above the seven-

day moving average of 16,270.  New deaths related to the virus came in at a relatively 

moderate 598.  The nation’s mass vaccination program continues apace, as well.  Data 

from the CDC indicate 50.8% of U.S. residents have now received at least one dose of a 

vaccine, and 41.0% are fully vaccinated. 

• Since it is looking ever more likely that many U.S. residents will be allowed to visit 

Europe this summer, this article provides a useful overview of what’s open and what’s 

not. 

• As Japan tries to boost vaccinations, a new government decree on opening up access and 

providing subsidies has prompted multiple large companies to announce they will soon 

open vaccination sites for their employees.  The central government will subsidize ¥2,070 

for each vaccine dose administered by large companies with over 1,000 employees. 

 

Economic and Financial Market Impacts 

• Investors these days talk about a “Fed put” whereby asset prices are buoyed by the Fed’s 

near-certain intervention against any sign of market volatility.  Well, now we can also 

talk about a “Draghi put.”  Investors have noticed that ever since former ECB chief Mario 

Draghi became prime minister of Italy to help the country get through the pandemic and 

manage Italy’s share of the EU’s new pandemic relief fund, Italian bond yields have 

become unusually low and stable. 

 

U.S. Policy Response 

• To coax workers back into the job market amid widespread labor shortages as the 

economy reopens, Congressional lawmakers from both parties are considering incentives 

such as providing federal funding to pay for hiring bonuses and expanded tax credits for 

employers. A handful of states are moving to implement such programs on their own, 

without waiting for action from Washington. 

• The Fed said it will soon start selling off the corporate bonds and bond ETFs it bought 

last year through an emergency facility set up to keep credit flowing during the initial 

stages of the pandemic.  According to the Fed, the $14 billion or so in bonds and bond 

ETFs held in the Secondary Market Corporate Credit Facility should be sold off by the 

end of the year. 

https://www.nytimes.com/live/2021/06/03/world/covid-vaccine-coronavirus-mask
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.nytimes.com/interactive/2021/us/covid-cases.html?name=styln-coronavirus-live&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=LegacyCollection&variant=1_Show&is_new=false
https://www.wsj.com/articles/traveling-to-europe-heres-whats-open-to-u-s-tourists-11622648501?mod=hp_lead_pos10
https://www.japantimes.co.jp/news/2021/06/03/national/covid-vaccines-companies/
https://www.japantimes.co.jp/news/2021/06/03/national/covid-vaccines-companies/
https://www.ft.com/content/c896f2b3-58b5-43e1-8c3d-d67bde88aaa9
https://www.wsj.com/articles/labor-shortage-draws-attention-of-u-s-lawmakers-11622712602?mod=hp_lead_pos3
https://www.wsj.com/articles/labor-shortage-draws-attention-of-u-s-lawmakers-11622712602?mod=hp_lead_pos3
https://www.wsj.com/articles/fed-plans-to-sell-13-7-billion-of-corporate-bonds-etfs-by-year-end-11622666400?mod=markets_lead_pos3
https://www.wsj.com/articles/fed-plans-to-sell-13-7-billion-of-corporate-bonds-etfs-by-year-end-11622666400?mod=markets_lead_pos3
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o The Fed promised it would attempt to conduct the sales to minimize any 

disruption to the corporate bond market; given the relatively small size of the 

holdings, it could well be successful in that effort. 

o The SMCCF is separate from the Fed’s balance sheet and its trillions of dollars in 

Treasury and Agency securities.  Yet, if investors interpret the move as a sign that 

the Fed is moving toward a reduction in its balance sheet, it could spark renewed 

volatility in the broader bond market and push yields higher again. 

 

U.S. Economic Releases  

The Challenger Job Cuts fell 93.8% from the prior year, signaling a steep slowdown in layoffs.  

The report tracks the number of planned layoffs reported through warning notices. 

 

The ADP Research Institute showed an acceleration in hiring in May.  The ADP National 

Employment Report showed that private payrolls expanded by 978K compared to expectations 

of 650K.  

 

 
 

The chart above shows the period change in private payrolls as reported by ADP and the BLS. 

 

Initial jobless claims continue their descent for the fifth consecutive week.  For the week ending 

May 29, initial claims came in at 385K compared to an expectation of 387K.  The previous 

report was revised from 405K to 407K.  However, continuing jobless claims rose unexpectedly. 

For the week ending May 22, continuing claims rose from 3.602MM to 3.771MM.  Continuing 

claims were expected to come in at 3.614MM. 

 



 

 

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

www.confluenceinvestment.com 

 6 

0

1,000

2,000

3,000

4,000

5,000

6,000

2008 2010 2012 2014 2016 2018 2020

FOUR-WEEK AVERAGE OF 

INITIAL CLAIMS

T
H

O
U

S
A

N
D

S

Sources:  BLS, CIM  
 

The chart above shows the four-week moving average of initial jobless claims.  The four-week 

moving average fell from 458.5K to 428K.  

 

Revisions to productivity in Q1 showed that output was higher than initially reported.  However, 

the increase in output did not have a meaningful impact on overall productivity.   Nonfarm 

productivity rose at an annual pace of 5.4% from the prior quarter compared to expectations of a 

5.5% rise.  Unit labor costs rose 1.7% from the prior quarter compared to expectations of a 

decline of 0.4%.  
 

 



 

 

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

www.confluenceinvestment.com 

 7 

The chart above shows the seasonally adjusted, annualized change in productivity. 

 

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

EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 30-May 53.8 **

9:45 Markit US Services PMI m/m May 70.1 70.1 **

9:45 Markit US Composite PMI m/m May 68.1 ***

10:00 ISM Services Index m/m May 63.2 62.7 **

EST Speaker or event

12:30 Raphael Bostic Speaks at Launch for Book on Economic Mobility President of the Federal Reserve Bank of Atlanta

13:00 Robert Kaplan Discusses the Economy and Monetary Policy President of the Federal Reserve Bank of Dallas

13:50 Patrick Harker Discusses Building an Equitable Workforce President of the Federal Reserve Bank of Philadelphia

15:05 Randal Quarles Speaks at SIFMA U.S. Federal Reserve Vice Chairman for Supervision

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Caixin China PMI Composite m/m May 53.8 54.7 ** Equity and bond neutral

Caixin China PMI Services m/m May 55.1 56.3 56.2 ** Equity and bond neutral

Japan Japan Buying Foreign Stocks w/w 28-May ¥129.4b -¥89.3b * Equity and bond neutral

Japan Buying Foreign Bonds w/w 28-May -¥1090.0b -¥551.5b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 28-May ¥181.3b -¥223.5b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 28-May -¥30.1b ¥1189.1b * Equity and bond neutral

Jibun Bank Japan PMI Services m/m May F 46.5 45.7 ** Equity and bond neutral

Jibun Bank Japan PMI Composite m/m May F 48.8 48.1 ** Equity and bond neutral

New Zealand ANZ Commodity Price m/m May 1.3% 2.3% ** Equity and bond neutral

Australia Markit Australia PMI Services m/m May 58.0 58.2 ** Equity and bond neutral

Markit Australia PMI Composite m/m May 58.0 58.1 ** Equity and bond neutral

Trade Balance m/m Apr A$8028m A$5574m A$8250m ** Equity and bond neutral

Retail Sales m/m Apr 1.1% 1.1% 1.1% ** Equity and bond neutral

EUROPE

Eurozone Markit Eurozone Services PMI m/m May 57.1 55.1 55.1 ** Equity bullish, bond bearish

Markit Eurozone Composite PMI m/m May 55.2 56.9 56.9 ** Equity and bond neutral

Germany Markit Germany Services PMI m/m May 57.0 52.8 52.8 ** Equity bullish, bond bearish

Markit/BME Germany Composite PMI m/m May 52.8 56.2 56.2 ** Equity bearish, bond bullish

Italy Markit Italy Services PMI m/m May 53.1 47.3 52.3 ** Equity bullish, bond bearish

Markit Italy Composite PMI m/m May 55.7 51.2 56.1 ** Equity and bond neutral

France Markit France Services PMI m/m May 56.6 56.6 56.6 ** Equity and bond neutral

Markit France Composite PMI m/m May 57.0 57.0 57.0 ** Equity and bond neutral

UK Official Reserves Changes m/m May $1475m $1634m * Equity and bond neutral

Markit/CIPS UK Services PMI m/m May 62.9 61.8 61.8 ** Equity bullish, bond bearish

Markit/CIPS UK Composite PMI m/m May 62.9 62.0 62.0 ** Equity and bond neutral

Russia Markit Russia PMI Services m/m May 57.5 55.2 55.1 ** Equity bullish, bond bearish

Markit Russia PMI Composite m/m May 56.2 54.0 ** Equity bullish, bond bearish

AMERICAS

Brazil Vehicle Sales Fenabrave m/m May 188660 175120 ** Equity bullish, bond bearish  
 

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. 
 

Today Prior Change Trend

3-mo Libor yield (bps) 13 13 0 Up

3-mo T-bill yield (bps) 1 2 -1 Neutral

TED spread (bps) 12 12 0 Up

U.S. Libor/OIS spread (bps) 8 8 0 Up

10-yr T-note (%) 1.60 1.59 0.01 Neutral

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

EUR/USD 3-mo swap (bps) 2 3 -1 Down

Currencies

dollar Up Down

euro Down Up

yen Down Up

pound Up Up

franc Down Up  
 

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 $71.46 $71.35 0.15%

WTI $68.89 $68.83 0.09%

Natural Gas $3.07 $3.08 -0.23%

Crack Spread $22.15 $22.11 0.19%

12-mo strip crack $21.37 $21.28 0.38%

Ethanol rack $2.73 $2.74 -0.46%

Gold $1,896.10 $1,908.38 -0.64%

Silver $27.88 $28.17 -1.04%

Copper contract $459.95 $459.15 0.17%

Corn contract $682.75 $675.00 1.15%

Wheat contract $694.00 $687.50 0.95%

Soybeans contract $1,432.00 $1,413.75 1.29%

Baltic Dry Freight 2530 2568 -38

Actual Expected Difference

Crude (mb) -1.7

Gasoline (mb) -1.7

Distillates (mb) -3.0

Refinery run rates (%) 0.70%

Natural gas (bcf) 94.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for cooler temperatures on the West Coast and in 

Texas, with warmer temperatures for the rest of the country.  The forecast calls for wet 

conditions throughout the Mississippi Valley, with dry conditions primarily in the Rocky 

Mountain Region. 
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Data Section 
 

U.S. Equity Markets – (as of 6/2/2021 close) 

 

  
0.0% 20.0% 40.0% 60.0%
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Technology
Consumer Discretionary

Healthcare
S&P 500

Communication Services
Industrials
Materials

Real Estate
Financials

Energy
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-1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0%

Materials

Consumer Discretionary

Communication Services

Industrials
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S&P 500

Financials

Consumer Staples

Utilities

Technology

Real Estate

Energy

Prior Trading Day Total Return

(Source: Bloomberg) 
 

These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return.  Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 6/2/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets (local currency)

Growth

Emerging Markets ($)

Foreign Developed ($)

Large Cap

Foreign Developed (local currency)

Small Cap

Value

Mid Cap

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 

 

June 3, 2021 
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P/E as of 6/2/2021 = 24.7x

 
 

Based on our methodology,1 the current P/E is 24.7x, unchanged from last week.   

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


