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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: March 2, 2022—9:30 AM EST] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 is currently up 0.4% from its prior close. In Asia, the MSCI Asia Apex 

50 closed down 1.0%. Chinese markets were lower, with the Shanghai Composite down 0.1% 

from its prior close and the Shenzhen Composite down 0.6%. U.S. equity index futures are 

signaling a higher open. With 489 companies having reported, the S&P 500 Q4 2021 earnings 

stand at $55.00, higher than the $52.34 forecast for the quarter. The forecast reflects a 21.7% 

increase from Q4 2020 earnings. Thus far this quarter, 75.1% of the companies have reported 

earnings above forecast, while 20.4% 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 (2/28/2022) (with associated podcast): “The Turkish 

Experiment” 

• Weekly Energy Update (2/25/2022): Oil inventories and price remain inversely 

correlated; if there is a supply panic, that relationship will reverse.  See our discussion in 

this week’s report.   

• 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 (2/22/2022) (with associated podcast): “The U.S. Trade 

Deficit and Global Prices” 

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

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

 

Our Comment today opens with an update on the Russia-Ukraine war, in which Russia appears to 

be ratcheting up its attacks on civilians.  We next review a range of international and U.S. 

developments that have the potential to affect the financial markets today.  We wrap up with the 

latest on the coronavirus pandemic. 

 

Russia-Ukraine:  As the Russian army continues to face obstacles to its military objectives, we 

see increasing evidence that it has shifted its focus toward attacks on Ukraine’s civilian 

infrastructure and population in order to create mass terror.  For example, it killed multiple 

civilians yesterday in a missile attack on Kyiv’s main television antenna, and today it has stepped 

up a fierce aerial assault on Kharkiv, Ukraine’s second-biggest city.  Russia has also claimed that 

it has taken control of the key southeastern city of Kherson, although Ukrainian officials have 
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https://www.wsj.com/articles/russian-forces-target-ukrainian-civilian-areas-as-missile-hits-central-kharkiv-11646124675
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denied that.  Meanwhile, Russian and Ukrainian representatives plan to meet again this afternoon 

on the Belarusian border to discuss peace, although we have seen no indications that would 

suggest those talks will be successful.  To put added economic pressure on Russia, President 

Biden said in his State of the Union address last night that the U.S. will join with the EU in 

banning Russian planes from its airspace.  Western companies also continue to announce they 

are ending or cutting back their business dealings in Russia, but in an effort to stop that, the 

Russian government said it would temporarily ban foreign firms from selling their assets in the 

country. 

• Separately, the International Energy Agency yesterday said its member countries have 

agreed to release 60 million barrels of oil from their strategic reserves to help reduce the 

volatility in global oil markets set off by Russia's invasion of Ukraine.  Even though 

Western sanctions have largely exempted Russian energy sales, global traders have 

essentially adopted a self-imposed embargo on Russia.  While that has left Russian crude 

trading at a steep discount (see chart below), it’s also pushing up demand and prices for 

non-Russian supplies.  Brent crude prices today have already surpassed $110 per barrel 

for the first time since 2014.  U.S. equities have weathered the war crisis to date 

relatively well.  U.S. investors typically have little or no exposure to Russia, and U.S. 

companies rely little on revenues from Russia.  However, if global energy supplies are 

disrupted further and prices keep rising, the negative impact on the U.S. and European 

economies could push U.S. stock values lower again. 

 

 
 

• Finally, we want to follow up on the report from RIA Novosti that we cited yesterday.  

As that report suggested, Russian officials believed they would be in Kyiv in short order, 

that the war would be over quickly, and that Ukraine would be under Russian control 

with a minimum of bloodshed.  The actions of Russia’s military tend to confirm this 

notion.  Russian units moved quickly on open roads, often outrunning their logistical 

support.  Social media pictures of Russian tanks on the side of the road, stuck for lack of 

fuel, began to circulate.  It seemed the plan was to move into Kyiv quickly, arrest the 

https://www.ft.com/content/8e5164dc-a907-4211-a58f-726c9342f372
https://www.ft.com/content/8e5164dc-a907-4211-a58f-726c9342f372
https://www.ft.com/content/1a04fd70-1a64-4277-8c0d-00e49402c3be
https://www.ft.com/content/1a04fd70-1a64-4277-8c0d-00e49402c3be
https://www.axios.com/iea-russia-ukraine-invastion-oil-c402d5c5-9d98-4d74-8ad6-a1c69061347c.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.axios.com/iea-russia-ukraine-invastion-oil-c402d5c5-9d98-4d74-8ad6-a1c69061347c.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.wsj.com/articles/russia-scrambles-to-maintain-oil-sales-life-blood-of-economy-11646156655
https://www.wsj.com/articles/russia-scrambles-to-maintain-oil-sales-life-blood-of-economy-11646156655
https://www.ft.com/content/dc93a656-5305-4642-9bc5-6922e33faa06
https://www.ft.com/content/dc93a656-5305-4642-9bc5-6922e33faa06
https://www.wsj.com/articles/global-stocks-markets-dow-update-03-02-2022-11646210712?mod=markets_lead_pos2
https://www.wsj.com/articles/global-stocks-markets-dow-update-03-02-2022-11646210712?mod=markets_lead_pos2
https://www.wsj.com/articles/soaring-oil-prices-test-resiliency-of-u-s-stocks-11646217180?mod=markets_lead_pos1
https://www.wsj.com/articles/soaring-oil-prices-test-resiliency-of-u-s-stocks-11646217180?mod=markets_lead_pos1
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political leadership, and declare victory.  Likely, the goal was to move so quickly that the 

West would not have time to apply significant sanctions and would be forced to accept 

the fall of Kyiv as a fait accompli. 

o Obviously, things didn’t go according to plan.  The Ukrainians have put up 

valiant resistance.  The attacking forces, lacking logistical support, were thwarted 

in their aims.   The Russian military appeared disorganized and inept.  Western 

political leaders, impressed and emboldened by the bravery of Ukrainian 

President Zelensky, reacted with devastating sanctions.  Russia is isolated on the 

world stage, facing an economic calamity. 

o However, the newfound optimism about Ukraine’s ability to thwart Russia is 

probably misplaced.  The war isn’t over.  Russia now understands it is facing stiff 

resistance, so, if it intends to subdue the country, it will likely have to deploy 

“scorched earth” tactics.  If this is the case, we would expect Russian firepower to 

be trained on the major cities of Ukraine with devastating effects.  The loss of life 

could be horrific.  Russia bombed Chechnya indiscriminately in the Second 

Chechen War.  It would not be a huge surprise to see similar tactics deployed in 

the current situation. 

o Thus, investors should be prepared for a war of attrition against Ukraine.  We 

expect Russia to prevail but at an enormous cost.   The population of Ukraine will 

likely suffer huge losses, and Russian military casualties will also be high.  The 

West is already well on the way to making Russia a pariah state; if a war of 

attrition does result, expect sanctions to deepen and remain in place indefinitely.  

Based on the ideas in this must-read assessment of President Putin’s psychology, 

we think investors should be prepared for even more dramatic moves by the 

Russians. 

 

Hong Kong:  As a reminder that China is also flexing its authoritarian muscles, though not as 

brutally as Russia, former Hong Kong Bar Association President Paul Harris has left the city 

abruptly after being questioned by national security police.  Harris had become a target for pro-

Beijing politicians and state-run media, who accused him of being “anti-China” for suggesting 

changes to the new national security law imposed on Hong Kong by China.  The sudden 

departure of Harris has raised concern about a new crackdown on political dissent within the 

city’s legal profession. 

 

United States-China:  In its annual trade policy agenda, the Office of the U.S. Trade 

Representative said it would focus on a “holistic and pragmatic” approach to U.S.-China 

relations in order to achieve long-term benefits for American workers.  Separately, 

administration officials said the White House would soon announce a series of measures to 

confront China on its industrial subsidies and protect America’s edge in new technologies. 

• As part of that effort, the White House is also weighing heightened scrutiny of U.S. 

companies’ investments in China, tighter export controls on sensitive technologies, and 

greater cooperation with European and Asian allies and partners on subsidies and other 

issues. 

https://www.politico.com/news/magazine/2022/02/28/world-war-iii-already-there-00012340
https://www.ft.com/content/0f70fb83-89e3-467f-87c1-106c14fb077f
https://www.ft.com/content/0f70fb83-89e3-467f-87c1-106c14fb077f
https://www.wsj.com/articles/u-s-says-it-is-realigning-its-china-trade-policy-11646150650?mod=hp_lead_pos2
https://www.wsj.com/articles/u-s-says-it-is-realigning-its-china-trade-policy-11646150650?mod=hp_lead_pos2
https://www.wsj.com/articles/u-s-moving-to-confront-china-on-trade-industrial-policy-11646217002?mod=hp_lead_pos6
https://www.wsj.com/articles/u-s-moving-to-confront-china-on-trade-industrial-policy-11646217002?mod=hp_lead_pos6
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• As we’ve noted before, even policies aimed at protecting the U.S. economy from China’s 

unfair competitive practices could impose at least short-term costs on some companies 

and investors.  Regulatory risks related to the U.S.-China geopolitical rivalry remain 

high. 

 

U.S. Politics:  In his State of the Union address last night, President Biden not only called for 

unity on the Russia-Ukraine war and the need to keep opposing President Putin, but he also 

hinted that the coronavirus pandemic could be coming to an end.  He pledged to combat rising 

prices by boosting domestic production of automobiles and semiconductors and rebuilding the 

nation’s roads and bridges.  Biden also called on Congress to work with him on priorities that 

were part of his stalled “Build Back Better” plan—though he no longer uses that term—

including cutting the cost of prescription drugs, reducing energy costs, and lowering the cost of 

childcare. 

 

U.S. Monetary Policy:  In testimony to be delivered to Congress today and tomorrow, Federal 

Reserve Chair Powell will argue that it would be appropriate for the central bank to raise its 

benchmark interest rate at its meeting in two weeks because of high inflation, strong economic 

demand, and a tight labor market.  In contrast, he’ll say it is too soon to tell how Russia’s 

invasion of Ukraine and the strict economic curbs imposed by the West against Moscow would 

influence the U.S. economy. 

• While investors have rightly been focused on the Russia-Ukraine crisis over the last two 

weeks, Powell’s statement is a reminder that monetary policymakers have become quite 

hawkish on inflation and consider it urgent to hike interest rates. 

• All the same, the Russia-Ukraine crisis is consistent with our view that the Fed may not 

hike rates as far or as fast as the bond market had suggested prior to the war.  As Powell 

suggests, blowback from the war could weigh on the U.S. economy and financial 

markets, potentially precluding too many rate hikes.  Bond values have already 

strengthened because of the war, but if the Fed signals that its rate hikes won’t go very 

far, it will help keep those values up.  Indeed, many investors have already begun to 

ratchet down their expectations for monetary tightening going forward. 

 

COVID-19:  Official data show confirmed cases have risen to  438,870,727 worldwide, with 

5,966,478 deaths.  In the U.S., confirmed cases rose to 79,092,025, with 952,509 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 215,677,777, equal to 65.0% of the total 

population. 

 

• In the U.S., the seven-day average of people hospitalized with a confirmed or suspected 

COVID-19 infection fell to 47,560 yesterday, down 44% from two weeks earlier and 

down 70% from the all-time peak of 159,000 early this year. 

• More than a month after the Omicron surge peaked and began to decline, and as states are 

lifting pandemic restrictions, hospitals across the country are unexpectedly facing a 

continued shortage of nurses and other staff, leaving fewer beds available for patients. 

https://www.wsj.com/articles/bidens-state-of-the-union-key-takeaways-11646195539?mod=hp_lead_pos5
https://www.wsj.com/articles/bidens-state-of-the-union-key-takeaways-11646195539?mod=hp_lead_pos5
https://www.wsj.com/articles/powell-says-fed-is-on-track-to-raise-rates-in-two-weeks-11646227811?mod=hp_lead_pos1
https://www.wsj.com/articles/powell-says-fed-is-on-track-to-raise-rates-in-two-weeks-11646227811?mod=hp_lead_pos1
https://www.nytimes.com/live/2022/03/02/world/covid-19-tests-cases-vaccine?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=LegacyCollection&variant=1_BlueLink&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://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-hospitalizations-are-down-but-nurse-shortages-stretch-hospitals-11646217000?mod=hp_lead_pos10
https://www.wsj.com/articles/covid-19-hospitalizations-are-down-but-nurse-shortages-stretch-hospitals-11646217000?mod=hp_lead_pos10
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• According to a new study, the vaccine jointly developed by Pfizer (PFE, $45.75) and 

BioNTech (BNTX, $146.73) was highly effective at reducing the risk of severe disease in 

children 17 years and younger during the Omicron surge, but it didn’t work as well at 

preventing infection. 

o The two-dose vaccine reduced the risk of hospitalization in children aged 5 to 11  

by 74% and by 92% or higher in children aged 12 to 17. 

o However, the vaccine was only 51% effective at reducing the risk of infection 

among 5- to 11-year-olds, while Omicron was predominant, and between 34% 

and 45% effective in children 12 to 17 years old, depending on the age, for the 

first five months after the second dose. 

 

U.S. Economic Releases  

 

Mortgage applications fell for the fourth consecutive week as rising rates have contributed to a 

slowdown in purchase applications, according to the Mortgage Bankers Association.  The MBA 

applications index fell 0.7% from the prior week, while the purchase index fell 1.8% from the 

previous week. The average 30-year fixed-rate mortgage rose 6 bps from 4.09% to 4.15%.  

Despite rising mortgage rates, refinance applications rose for the first time in three weeks.  The 

refinancing index rose 0.5% from the prior week.   

 

Private payrolls surged in February as a decline in COVID-19 cases and related restrictions led 

to more hiring.  According to Automatic Data Processing, Inc. (ADP), U.S. employment in the 

private sector rose by 475K in February.  The increase was lower than the previous month, 

revised from a loss of 301K to a gain of 509K.  The sharp rise in jobs was above consensus 

estimates of 375K and will likely pave the way for a rate hike in March. 

 

 
 

The chart above shows the level of the ADP employment change.  

 

https://www.wsj.com/articles/pfizers-covid-19-vaccine-protected-kids-during-omicron-cdc-study-finds-11646173594?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/pfizers-covid-19-vaccine-protected-kids-during-omicron-cdc-study-finds-11646173594?mod=lead_feature_below_a_pos1
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The table below lists the economic releases and/or Fed events scheduled for the rest of today. 
 

 
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 

 
 

 
 

 

Financial Markets 

 

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

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

a certain move merits further explanation. 

EST Speaker or Event

9:00 Charles Evans Discusses the Economy and Monetary Policy

9:30 James Bullard Discusses Economic Outlook

10:00 Federal Reserve Chairman Powell Testifies Before House Panel

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

16:30 Lorie Logan Discusses Fed Asset Purchases New York Federal Reserve Executive Vice President

President of the Federal Reserve Bank of St. Louis

Chairman of Board of Governors of Federal Reserve

Federal Reserve Board

Economic Releases

 No economic releases today

Fed Speakers or Events

President of the Federal Reserve Bank of Chicago

District or Position

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Capital Spending y/y 4Q 4.3% 1.2% 2.9% ** Equity bullish, bond bearish

Capital Spending Ex Software y/y 4Q 5.5% 2.2% 4.4% ** Equity bullish, bond bearish

Monetary Base y/y Feb 7.6% 8.4% * Equity and bond neutral

India Markit India PMI Mfg m/m Feb 54.9 54.0 *** Equity bullish, bond bearish

Australia GDP y/y 4Q 4.2% 3.9% 4.1% *** Equity and bond neutral

New Zealand CoreLogic House Prices y/y Feb 25.2% 27.5% ** Equity and bond neutral

Building Permits m/m Jan -9.2% 0.6% ** Equity bearish, bond bearish

Terms of Trade Index q/q 4Q -1.0% 0.7% ** Equity bearish, bond bullish

EUROPE

Eurozone CPI Estimate y/y Feb 5.8% 5.1% 5.6% *** Equity and bond neutral

CPI Core y/y Feb P 2.7% 2.3% 2.6% *** Equity and bond neutral

Germany Unemployment Change (000's) m/m Feb -33.0k -48.0k -22.5k *** Equity and bond neutral

Unemployment Claims Rate SA m/m Feb 5.0% 5.1% 5.1% *** Equity and bond neutral

UK Nationwide House PX m/m Feb 1.7% 0.8% 0.6% ** Equity bullish, bond bearish

AMERICAS

Canada Quarterly GDP Annualized q/q 4Q 6.7% 5.4% 6.5% *** Equity and bond neutral

Markit Canada Manufacturing PMI m/m Feb 56.6 56.2 ** Equity and bond neutral

Mexico International Reserves Weekly w/w 44617 $201399m $201501m ** Equity and bond neutral

Remittances Total m/m Jan $3930.8m $4760.4m $4342.2m ** Equity and bond neutral

Markit Mexico PMI Mfg m/m Feb 48.0 46.1 *** Equity and bond neutral

IMEF Non-Manufacturing Index SA m/m Feb 50.5 49.0 50.1 ** Equity and bond neutral

IMEF Manufacturing Index SA m/m Feb 55.0 48.8 50.3 ** Equity bullish, bond bearish
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Commodity Markets 

 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 

 

 
 

Weather 
 

The 6-10 day and 8-14 day forecasts call for cooler-than-normal for most of the country, with 

warm-to-normal temperatures throughout the East. The forecasts call for wetter-than-normal 

temperatures for most of the country, with drier conditions expected for the Pacific and 

Southwest.    

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 50 52 -2 Up

3-mo T-bill yield (bps) 32 32 0 Neutral

TED spread (bps) 18 21 -3 Widening

U.S. Libor/OIS spread (bps) 40 38 2 Down

10-yr T-note (%) 1.75 1.73 0.02 Up

Euribor/OIS spread (bps) -53 -53 0 Neutral

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Down Neutral

Pound Flat Up

Franc Flat Neutral

Central Bank Action Current Prior Expected

Bank of Canada Rate Decision 0.250% 0.500% Below Forecast

Price Prior Change Explanation

Brent $109.30 $104.97 4.12% Ukraine Crisis

WTI $107.54 $103.41 3.99%

Natural Gas $4.73 $4.57 3.46%

Crack Spread $28.04 $26.96 4.01%

12-mo strip crack $26.33 $26.33 0.02%

Ethanol rack $2.51 $2.48 1.47%

Gold $1,927.30 $1,945.28 -0.92%

Silver $25.03 $25.38 -1.35%

Copper contract $464.20 $459.65 0.99%

Corn contract $728.75 $725.75 0.41%

Wheat contract $1,055.25 $984.00 7.24%

Soybeans contract $1,678.00 $1,690.00 -0.71%

Baltic Dry Freight 2,069            2,040            29

Actual Expected Difference

Crude (mb) 2.5

Gasoline (mb) -1.3

Distillates (mb) -1.7

Refinery run rates (%) 0.2%

Natural gas (bcf) -140.0

Shipping

Energy Markets

Metals

Grains

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 3/1/2022 close) 

 

-20% 0% 20% 40%

Consumer Discretionary

Technology

Communication Services

Real Estate

Materials

S&P 500

Healthcare

Industrials

Utilities

Financials

Consumer Staples

Energy

YTD Total Return

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

Financials

Materials

Technology

S&P 500

Consumer Discretionary

Industrials

Communication Services

Utilities

Consumer Staples

Healthcare

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 3/1/2022 close) 

 

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

Growth

Real Estate

Small Cap

Large Cap

Foreign Developed ($)

Mid Cap

Foreign Developed (local currency)

US Corporate Bond

Value

Emerging Markets ($)

US High Yield

Emerging Markets (local currency)

US Government Bond

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 2/23/2022 = 21.6x

 
 

 

Based on our methodology,1 the current P/E is 21.6x, 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. 


