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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 7, 2022—9:30 AM EDT] Global equity markets are mostly lower this morning. 

In Europe, the EuroStoxx 50 index is currently down 0.8% from its prior close. In Asia, the 

MSCI Asia Apex 50 index closed down 1.0%. Chinese markets were mixed, with the Shanghai 

Composite closing down 0.2% from its prior close and the Shenzhen Composite closing up 

0.1%.  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 (6/6/2022) (with associated podcast): “Mineral 

Commodities in the World’s New Geopolitical Blocs” 

• Weekly Energy Update (6/2/2022): We cover the OPEC+ output increase, the EU 

embargo, and the concept of windfall profit taxes along with our usual recap of the 

energy data.  

• 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) 

 

We open our Comment today with an update on the Russia-Ukraine war, where the Russians 

continue to gain small amounts of territory in eastern Ukraine while the Ukrainians stage 

modestly successful counterattacks.  We next review a range of international and U.S. 

developments with the potential to affect the financial markets today, and we close with the latest 

news on the coronavirus pandemic. 

 

Russia-Ukraine:  The Russian military continues to make slow, plodding progress toward its 

scaled-down goal of seizing Ukraine’s eastern Donbas region and southern coast, but because of 

continued leadership and operational errors, it also continues to take heavy losses in terms of 

commanders, troops, and equipment.  In fact, new reporting suggests that not one but two 

Russian generals were killed in the Donbas region last week, bringing the total number of 

Russian generals killed in the war to 12.  Meanwhile, Ukraine’s smaller but highly motivated and 

well-led military continues to carry out successful counteroffensives as it receives more 
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advanced weapons from the West.  As an example of the weapons shipments, reports yesterday 

said the Spanish government is working to send German-made Leopard tanks and anti-aircraft 

missiles to Ukraine and help train Ukrainian soldiers to use them.  Separately, it appears Western 

anti-ship missiles have allowed the Ukrainians to force the Russian navy away from Ukraine’s 

coast.  According to the Institute for the Study of War, “Ukraine will likely attempt to leverage 

these successes to alleviate the economic pressure of the Russian blockade on Ukraine’s ports 

and seek additional economic support from the west, including possibly opening up new routes 

for international aid to Ukraine.” 

• In an interview with the Financial Times, Ukrainian President Zelensky said he could not 

accept a stalemate in the battle with Russia.  Instead, he reiterated that his war aim is for 

Ukraine to regain full control of its territory. 

• On a less positive note, new reporting suggests the Ukrainians have retaken less of the 

strategic eastern city of Severodonetsk than was reported yesterday.  Heavy street 

fighting continues there today. 

• In Sweden, the ruling Social Democratic Party managed to defeat a right-wing effort in 

parliament to dislodge the country’s justice minister, but only after pledging support for 

Kurdish groups in Syria in order to secure the pivotal vote of a Kurdish legislator.  Given 

Turkish President Erdogan’s anger at Sweden for its support of the Kurds, the move will 

likely prolong Ankara’s stonewalling of Sweden’s bid to join NATO. 

• Russia’s Foreign Ministry said it would impose sanctions on dozens of U.S. nationals in 

response to U.S. sanctions on Russians. The list of 61 Americans published by the 

ministry includes government officials and current and former executives at a range of 

large U.S. corporations. The ministry didn’t specify what the sanctions would involve. 

 

Australia:  The Reserve Bank of Australia hiked its benchmark short-term interest rate by an 

unexpectedly aggressive 50 basis points, lifting the official cash rate to 0.85% from 0.35% 

previously.  The hike was the RBA’s biggest since February 2000.  After a 25-basis-point hike in 

May, it also marked the institution’s first back-to-back rate increase since 2010. 

• Nevertheless, the policymakers signaled further rate hikes would follow if necessary to 

tame inflation.  After a period of relatively muted price hikes, inflation in Australia has 

started to accelerate in response to factors like supply disruptions from the pandemic, the 

Russia-Ukraine war, and excess demand from pandemic stimulus measures. 

• It appears the RBA’s move has given pause to risk markets around the world today, as it 

serves as a reminder that some central banks could move with unexpected aggressiveness 

to rein in inflation.  The move is a reminder that unexpectedly big rate hikes and balance 

sheet reductions could be in the cards, raising the risk of recession. 

 

https://www.politico.eu/article/spain-to-send-tanks-missiles-to-ukraine-el-pais-reports/?utm_source=POLITICO.EU&utm_campaign=b1f79aaaaa-EMAIL_CAMPAIGN_2022_06_06_03_52&utm_medium=email&utm_term=0_10959edeb5-b1f79aaaaa-190480045
https://www.politico.eu/article/spain-to-send-tanks-missiles-to-ukraine-el-pais-reports/?utm_source=POLITICO.EU&utm_campaign=b1f79aaaaa-EMAIL_CAMPAIGN_2022_06_06_03_52&utm_medium=email&utm_term=0_10959edeb5-b1f79aaaaa-190480045
https://www.ft.com/content/37d511b4-a127-4a17-bd6c-260e3744a0d5
https://www.ft.com/content/37d511b4-a127-4a17-bd6c-260e3744a0d5
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https://www.ft.com/content/468b2fe4-370f-4ff4-b9c6-33bf5fa90dfa
https://www.wsj.com/articles/netflix-blackrock-ceos-among-those-newly-sanctioned-by-russia-11654601872?mod=article_inline
https://www.ft.com/content/b6f57a30-5790-4bf7-83f6-521ae5a3b314
https://www.ft.com/content/b6f57a30-5790-4bf7-83f6-521ae5a3b314
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Japan:  Today, the Cabinet approved Prime Minister Kishida’s first full-year fiscal and 

economic policy guidelines, but the plans have one glaring omission: they omit previous 

government pledges to eliminate the country’s fiscal deficit by 2025 and start bringing down its 

massive debt, which is now more than 200% of Japan’s gross domestic product. 

• The plan reflects the influence of important officials largely aligned with former Prime 

Minister Shinzo Abe.  Some of those officials have also adopted Modern Monetary 

Theory, which says countries that issue debt denominated in their own currency won’t 

ever need to default because they can simply print more currency to pay it back. 

• Along with the Bank of Japan’s commitment to keep monetary policy extremely loose 

and cap the Japanese yield curve, the lack of any deficit or debt reduction targets may be 

contributing to further weakness in the yen so far today.  At this writing, the currency is 

trading at 132.79 per dollar, its weakest level since early 2002. 

 

United Kingdom:  Prime Minister Johnson survived his party’s confidence vote yesterday, with 

211 of the Conservative Party’s members of parliament voting to support him and 148 voting 

against him.  Under party rules, Johnson now cannot be challenged for another year. 

• All the same, the vote was worse than expected for Johnson, leaving him wounded 

politically for at least the time being. 

• The result provides some policy stability for the U.K. for the near term; it also means 

some contentious issues will not go away soon, particularly his government’s threat to 

pull out of the Brexit trade deal with the European Union. 

 

Israel:  Prime Minister Bennett’s broad coalition lost a crucial vote in parliament, putting it on 

the verge of collapse.  The vote, instigated by right-wing former Prime Minister Netanyahu, 

could set the stage for yet another election in the coming months. 

 

Mexico:  The country’s ruling leftist party, Morena, is on track to win four of the six state 

governorships contested in elections last Sunday.   The results upset the center-right opposition 

https://www.japantimes.co.jp/news/2022/06/07/national/investment-boost/
https://www.japantimes.co.jp/news/2022/06/07/national/investment-boost/
https://www.wsj.com/articles/japans-debt-debate-is-it-heading-for-a-titanic-crash-11654600541?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/japans-debt-debate-is-it-heading-for-a-titanic-crash-11654600541?mod=lead_feature_below_a_pos1
https://www.ft.com/content/26fe73e1-867c-49d6-9a9b-88e10d922386
https://www.ft.com/content/26fe73e1-867c-49d6-9a9b-88e10d922386
https://www.wsj.com/articles/israels-government-loses-parliamentary-vote-threatening-fragile-coalition-11654546660?mod=hp_lead_pos13
https://www.ft.com/content/d27916b1-41c3-434a-b8bd-b6baa48fa56b
https://www.ft.com/content/d27916b1-41c3-434a-b8bd-b6baa48fa56b
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parties’ recent momentum against left-wing populist President Andrés Manuel López Obrador 

and will complicate their path to victory in the 2024 elections. 

 

Egypt:  In an example of the inefficiencies likely to arise from deglobalization and the fracturing 

of the world into rival geopolitical and economic blocs, the Egyptian government is trying to 

cope with the cut-off of Ukrainian wheat supplies by encouraging more domestic production.  

The problem is that agricultural land reclaimed from the Egyptian desert isn’t necessarily that 

productive. 

 

Middle East-India:  Officials in Saudi Arabia, Qatar, Kuwait, and other Muslim countries in the 

Middle East have expressed outrage after Indian Prime Minister Modi’s spokeswoman insulted 

the Prophet Mohammed last week.  Besides raising political tensions, some companies and 

private citizens have begun boycotts against Indian imports.  The statement has also sparked 

unrest among India’s own Muslim citizens. 

 

U.S. Real Estate Market:  According to MSCI Real Assets, April commercial real estate sales 

were down 16% from the same period one year earlier, marking a sharp reversal after 13 straight 

months of year-over-year increases. 

• Hotels, office buildings, senior housing, and industrial properties all recorded significant 

drops in sales during April. 

• Sales of other property types, such as retail and apartments, rose, but analysts and brokers 

said activity may now be slowing in those sectors, too, as rising interest rates keep some 

investors from making competitive offers. 

 

COVID-19:  Official data show confirmed cases have risen to  532,444,602 worldwide, with 

6,300,269 deaths.  The countries currently reporting the highest rates of new infections include 

the U.S., Taiwan, Australia, and Germany.  (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 84,882,382, with 1,008,858 deaths.  In data on the U.S. vaccination program, 

the number of people considered fully vaccinated now totals 221,506,997, equal to 66.7% of the 

total population. 

 

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

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

newly reported cases has reached 98,867, down 8% from two weeks ago.  The seven-day 

average of people hospitalized with confirmed or suspected COVID-19 in the U.S. came 

in at 29,229 yesterday, up 15% from two weeks earlier.  New COVID-19 deaths are now 

averaging 266 per day, down 15% from two weeks earlier. 

• In China, both Beijing and Shanghai have now started to relax their latest tough 

lockdowns against the pandemic, but a new breakout in the Inner Mongolia city of 

Erenhot has prompted a lockdown there.  Most businesses except supermarkets, 

pharmacies, and medical centers have been told to suspend operations, and travel in and 

out of the area has been restricted. 

https://www.ft.com/content/c5ba4b7d-76d7-42c6-aff3-8b6d5bf2e3b2
https://www.scmp.com/news/asia/south-asia/article/3180641/indian-products-pulled-kuwait-supermarket-row-over-prophet?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220607&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3180583&article_id_list=3180639,3180633,3180636,3180646,3180624,3180642,3180623,3180616&tc=26&CMCampaignID=1bf4faf120bb71390162effb7ed936f3
https://www.scmp.com/news/asia/south-asia/article/3180641/indian-products-pulled-kuwait-supermarket-row-over-prophet?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220607&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3180583&article_id_list=3180639,3180633,3180636,3180646,3180624,3180642,3180623,3180616&tc=26&CMCampaignID=1bf4faf120bb71390162effb7ed936f3
https://www.wsj.com/articles/commercial-property-sales-slow-as-rising-interest-rates-sink-deals-11654594380?mod=hp_lead_pos5
https://www.nytimes.com/live/2022/06/07/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.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.scmp.com/news/china/science/article/3180610/covid-outbreak-shuts-down-chinese-city-beijing-and-shanghai?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220606&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3180561&article_id_list=3180605,3180610,3180561,3180567,3180569,3180478,3180577,3180565&tc=9&CMCampaignID=3a77908db158fe3c7d38969a0f8907b5
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• To overcome the pushback against vaccination by many of China’s elderly citizens, 

dozens of cities across the country have begun offering people aged 60 and older free 

insurance that pays out up to $75,000 if they fall ill—or worse—because of vaccine side 

effects. 

 

U.S. Economic Releases  

 

The U.S. trade deficit shrunk by the most on record in April due to a reduction in imports from 

China, according to the Census Bureau. The trade deficit shrank from $109.8B to $87.1B last 

month. The decline in the deficit was slightly lower than the consensus estimates of 89.5B. 

Lockdown restrictions reduced manufacturing activity in China and limited the country’s export 

capacity. As a result, the U.S. was unable to import goods from the region. 

 

 
 

The chart above shows the level of the trade balance. 

 

The table below shows 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 

EST Indicator Expected Prior Rating

15:00 Consumer Credit m/m Apr $35.0b $52.4b **

Economic Releases

Federal Reserve

No Fed speakers or events today

https://www.ft.com/content/a191cbdf-218c-4968-a494-36082e350018
https://www.ft.com/content/a191cbdf-218c-4968-a494-36082e350018
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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. 

 

  

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Foreign Reserves m/m May $3127.7b $3119.72b $3115.00b * Equity and bond neutral

Japan Household Spending y/y Apr -1.7% -2.3% -0.6% ** Equity bearish, bond bearish

Labor Cash Earnings y/y Apr 1.7% 1.2% 1.5% ** Equity and bond neutral

Real Cash Earnings y/y Apr -1.2% -0.2% -1.6% ** Equity and bond neutral

Leading Index CI m/m Apr P 102.9 100.8 102.5 ** Equity bullish, bond bearish

Coincident Index m/m Apr P 96.8 97.5 97.4 ** Equity and bond neutral

Australia Foreign Reserves m/m May A$77.3b A$77.5b * Equity and bond neutral

New Zealand ANZ Commodity Price m/m May -2.8% -1.9% * Equity and bond neutral

EUROPE

Eurozone Sentix Investor Confidence m/m Jun -15.8 -22.6 -21.2 *** Equity and bond neutral

Germany Factory Orders m/m Apr -2.7% -4.7% 0.4% ** Equity bearish, bond bearish

S&P Global Germany Construction PMI m/m May 45.4 46.0 ** Equity bearish, bond bearish

UK BRC Sales Like-For-Like y/y May -1.5% -1.7% ** Equity and bond neutral

Official Reserves Changes m/m May -$365m -$3101m * Equity and bond neutral

S&P Global/CIPS UK Services PMI m/m May F 53.4 51.8 51.8 ** Equity bullish, bond bearish

S&P Global/CIPS UK Composite PMI m/m May F 53.1 51.8 51.8 ** Equity bullish, bond bearish

Switzerland Foreign Currency Reserves m/m May 925.4b 926.1b * Equity and bond neutral

Domestic Sight Deposits CHF w/w 3-Jun 662.4b 663.1b * Equity and bond neutral

Total Sight Deposits CHF w/w 3-Jun 753.8b 754.0b * Equity and bond neutral

Russia Light Vehicle Car Sales y/y May -83.5% -78.5% * Equity and bond neutral

AMERICAS

Mexico Formal Job Creation Total m/m May -2.9k 5.5k ** Equity and bond neutral

Canada International Merchandise Trade m/m Apr 1.50b 2.49b 2.60b ** Equity bearish, bond bullish

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 163 161 2 Up

3-mo T-bill yield (bps) 119 121 -2 Up

TED spread (bps) 43 40 3 Widening

U.S. Sibor/OIS spread (bps) 150 149 1 Up

U.S. Libor/OIS spread (bps) 154 153 1 Up

10-yr T-note (%) 3.02 3.04 -0.02 Up

Euribor/OIS spread (bps) -31 -33 2 Neutral

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Up Down

Pound Up Down

Franc Up Down

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.850% 0.350% 0.750% Above Forecast

RBI Repurchase Rate 4.400% 4.800% Below Forecast

RBI Cash Reserve Ratio 4.500% 4.500% Below Forecast
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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. 

 

  
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer-than-normal temperatures for most of 

the country, with cooler temperatures in the Northern Pacific and parts of the Great Lakes 

regions. Wetter-than-normal conditions are expected in the Northern Pacific and Rocky 

Mountain regions. 

 

Separately, we note the Atlantic hurricane season has now begun. The season runs from June 1 to 

November 30, although storms typically don’t peak until mid-September. There are no tropical 

storms expected for the next 48 hours. 

Price Prior Change Explanation

Brent $119.00 $119.51 -0.43%

WTI $118.04 $118.50 -0.39%

Natural Gas $9.33 $9.32 0.10%

Crack Spread $58.42 $60.50 -3.44%

12-mo strip crack $39.01 $40.17 -2.90%

Ethanol rack $2.99 $2.98 0.41%

Metals

Gold $1,846.50 $1,841.43 0.28%

Silver $21.99 $22.07 -0.36%

Copper contract $437.70 $443.50 -1.31%

Grains

Corn contract $736.00 $742.50 -0.88%

Wheat contract $1,083.00 $1,093.00 -0.91%

Soybeans contract $1,531.50 $1,533.50 -0.13%

Shipping

Baltic Dry Freight 2,560            2,633            -73

Actual Expected Difference

Crude (mb) -2.3

Gasoline (mb) 0.1

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 6/6/2022 close) 

 

-50% 0% 50% 100%

Consumer Discretionary
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Technology

Real Estate

S&P 500

Financials

Industrials

Healthcare

Consumer Staples

Materials

Utilities

Energy

YTD Total Return

-0.4%-0.2% 0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2%

Real Estate

Energy

Technology

Healthcare

Consumer Staples

Financials

S&P 500

Industrials

Utilities

Communication Services

Materials

Consumer Discretionary

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 6/6/2022 close) 

 

-40% -20% 0% 20% 40% 60%

Growth

Small Cap

US Corporate Bond

Real Estate

Large Cap

Emerging Markets ($)

US Government Bond

Foreign Developed ($)

Emerging Markets (local currency)

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 as of 6/1/2022 = 19.7x

 
 

Based on our methodology,1 the current P/E is 19.7x, 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 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. 


