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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 4, 2022—9:30 AM EST] Global equity markets are decidedly lower this 

morning. In Europe, the EuroStoxx 50 is currently down 3.5% from its prior close. In Asia, the 

MSCI Asia Apex 50 closed down 2.7%. Chinese markets were lower, with the Shanghai 

Composite down 1.0% from its prior close and the Shenzhen Composite down 1.3%. U.S. equity 

index futures are signaling a lower open. With 493 companies having reported, the S&P 500 Q4 

2021 earnings stand at $55.10, higher than the $52.34 forecast for the quarter. The forecast 

reflects a 21.7% increase from Q4 2020 earnings. Thus far this quarter, 75.3% of the companies 

have reported earnings above forecast, while 20.3% 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: 

• Bi-Weekly Geopolitical Report (2/28/2022) (with associated podcast): “The Turkish 

Experiment” 

• Weekly Energy Update (3/3/2022): Oil prices move definitively over $100 per barrel on 

supply disruptions due to the war in Ukraine.   

• 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) 

Good morning! In today's report, we continue our coverage of the Russian invasion of Ukraine. 

We next discuss some non-Ukraine news, including the Iran nuclear deal and the upcoming 

election in South Korea. We conclude with our pandemic coverage.  

Russian forces continue to make advances in Ukraine. After intense fighting, Russian troops took 

over the Zaporizhzhia nuclear power plant on Friday. The attack at the power plant sparked 

concerns about a possible nuclear explosion after a fire broke out. Ukraine has 15 nuclear sites, 

and attacks on the country could raise the possibility of another Chernobyl. Following the attack, 

the U.N. nuclear watchdog stated there was no radiation release, relieving concerns of a possible 

nuclear crisis. In addition, Russia appears to be making inroads in Ukraine's second-largest city 

of Kherson and the southern city of Mariupol; however, the convoy outside Kyiv remains 

stalled.  

 

Daily Comment 
 

By Patrick Fearon-Hernandez, CFA, 

and Thomas Wash 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_2_28_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_mar_03_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q122.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Feb_22_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/wp-content/uploads/2022_Outlook_Update1_Feb2022.pdf
https://www.cnn.com/2022/03/03/europe/zaporizhzhia-nuclear-power-plant-fire-ukraine-intl-hnk/index.html
https://www.cnn.com/2022/03/03/europe/zaporizhzhia-nuclear-power-plant-fire-ukraine-intl-hnk/index.html
https://apnews.com/article/russia-ukraine-volodymyr-zelenskyy-joe-biden-kyiv-business-33b6c1709dee937750f95c6786832840
https://www.aljazeera.com/news/2022/3/3/why-capturing-ukraine-kherson-important-for-russia
https://www.aljazeera.com/news/2022/3/3/why-capturing-ukraine-kherson-important-for-russia
https://www.cnn.com/europe/live-news/ukraine-russia-putin-news-03-04-22/h_5f1a4f368bc7f6bef1fcbd0202a20e37
https://www.washingtonpost.com/world/2022/03/02/ukraine-battlefield-military-offensive-kherson/
https://www.washingtonpost.com/world/2022/03/02/ukraine-battlefield-military-offensive-kherson/
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As Russian troops continue their fight with Ukraine, Putin is struggling to maintain alliances. In 

a phone call with Saudi Arabia’s Crown Prince Mohammed bin Salman, Putin urged OPEC not 

to politicize the global energy supply. The comment was meant to dissuade Saudi Arabia from 

using the war as an opportunity to take more market share, while Russia is struggling to find 

buyers for its oil. Currently, there are potentially two countries with excess capacity that have the 

ability to take advantage of the situation, Saudi Arabia and the United Arab Emirates, and the 

West is pressuring them to boost production. Additionally, higher prices are also an opportunity 

for both countries to cash in on their oil. If this would happen, Russia’s economic woes would 

likely worsen, as it may be forced to sell its oil at an even steeper discount.  As a result, it isn’t 

clear that the OPEC and Russia’s alliance, also known as OPEC+, can be sustained as prices 

continue to rise.  

In addition to potentially losing OPEC as an ally, it appears other countries are becoming more 

cautious regarding aligning themselves with Russia. China's infrastructure investment bank has 

halted all business with Russia and Belarus. The move is to reduce exposure to Russian assets as 

the fallout from the Ukraine invasion persists. China is still trying to contain the collapse of its 

property market, so its appetite for risk is limited. Furthermore, the possibility of sanctions from 

the U.S. forced India to cancel its orders for Russian jets. Lastly, Putin’s relationship with 

Turkish President Recep Tayyip Erdogan has frayed after Turkey sold drones to Ukraine for its 

fight against Russia and has locked Russian warships out of the Black Sea. As Russia becomes 

more isolated, its need for a quick conclusion to the Ukraine war becomes more dire.  

Although there are concerns that Russia will eventually retaliate against countries, the drawn-out 

war makes that outcome less likely to happen. Prior to Russia’s invasion into Ukraine, there were 

fears that Putin would stop supplying Europe with gas in retaliation for the sanctions. However, 

that will probably hurt Russia even more than the sanctions. Although Europe purchases 40% of 

its gas imports from Russia, Russia depends on Europe for trade. In 2020, 37% of Russia’s 

global trade went to Europe. Thus, cutting off Russian gas to Europe, especially when other 

countries are reluctant to buy it, is becoming a less viable option as Russia’s economy suffers the 

consequences of the country’s invasion of Ukraine. In the meantime, it appears Europe has 

started taking steps to diversify its supplies away from Russia.  The EU is set to adopt a new 

strategy to help boost its energy security and prepare for disruptions.  

Non-Ukraine News 

• Saudi Crown Prince Mohammed bin Salman, also known as MBS, is resisting pressure 

from the U.S. to increase oil production in an attempt to gain concessions from President 

Biden. MBS wants the President to recognize him as the rightful leader of Saudi Arabia 

and provide his country with weapons to fight Houthi rebels in Yemen. The U.S. has 

been urging OPEC, which includes Saudi Arabia, to increase output even before the 

Ukraine crisis. However, the Russian invasion has made the situation more dire, as oil 

prices have risen above $100 a barrel for the first time since 2013. Although MBS claims 

to be holding out for concessions from the U.S., there is speculation that Saudi Arabia 

may not have the ability to increase production to offset Russia. Saudi Arabia has shown 

in recent months that it can produce more oil, but it is unclear how much capacity it 

actually has. 

https://www.bloomberg.com/news/articles/2022-03-03/putin-says-unacceptable-to-politicize-energy-in-call-with-saudi?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-03-03/putin-says-unacceptable-to-politicize-energy-in-call-with-saudi?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-03-03/opec-silence-on-russia-war-deepens-rift-with-consuming-nations?sref=uIvt3NFS
https://www.reuters.com/world/china/china-led-asian-infrastructure-investment-bank-freezes-russia-lending-2022-03-03/
https://www.reuters.com/markets/rates-bonds/china-courts-freeze-157-mln-evergrande-assets-over-missed-construction-payments-2022-02-16/
https://www.reuters.com/markets/rates-bonds/china-courts-freeze-157-mln-evergrande-assets-over-missed-construction-payments-2022-02-16/
https://thehill.com/policy/international/596693-biden-weighing-sanctions-on-india-over-russian-military-stockpiles
https://indianexpress.com/article/world/russia-ukraine-war-india-weapons-systems-us-7799245/
https://www.rferl.org/a/russia-turkey-putin-erdogan-call/31636485.html
https://www.rferl.org/a/russia-turkey-putin-erdogan-call/31636485.html
https://www.bloomberg.com/news/articles/2021-12-03/ukraine-buys-more-armed-drones-from-turkey-than-disclosed-and-angers-russia
https://www.bloomberg.com/news/articles/2021-12-03/ukraine-buys-more-armed-drones-from-turkey-than-disclosed-and-angers-russia
https://www.voanews.com/a/turkey-steps-up-support-for-ukraine-risking-russian-retaliation-/6468635.html
https://www.bloomberg.com/news/articles/2022-02-28/eu-braces-for-possible-russian-retaliation-on-gas?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-02-28/eu-braces-for-possible-russian-retaliation-on-gas?sref=uIvt3NFS
https://www.nytimes.com/2022/02/25/business/economy/russia-europe-sanctions-gas-oil.html
https://www.nytimes.com/2022/02/25/business/economy/russia-europe-sanctions-gas-oil.html
https://www.bloomberg.com/news/articles/2022-02-28/eu-braces-for-possible-russian-retaliation-on-gas
https://www.bloomberg.com/news/articles/2022-02-28/eu-braces-for-possible-russian-retaliation-on-gas
https://www.reuters.com/world/middle-east/saudi-crown-prince-plays-oil-card-quest-us-recognition-2022-03-03/
https://www.reuters.com/world/middle-east/saudi-crown-prince-plays-oil-card-quest-us-recognition-2022-03-03/
https://www.reuters.com/world/middle-east/opecs-feb-oil-output-boost-exceeds-target-first-time-months-survey-2022-03-01/
https://www.reuters.com/world/middle-east/opecs-feb-oil-output-boost-exceeds-target-first-time-months-survey-2022-03-01/
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• The Iran nuclear deal is on the verge of being completed. A major sticking point in talks 

is the end to a probe into Iran’s undeclared nuclear activity. The head of the UN’s nuclear 

watchdog is expected to visit Tehran on Saturday. If he determines that the issue 

regarding nuclear activity has been resolved, it may remove the final obstacle preventing 

a deal. The removal of sanctions could make it easier for Iran to sell oil in the global 

market. 

• The invasion of Ukraine may complicate manufacturers' ability to produce more 

semiconductors. Ukraine is one of the largest suppliers of neon gas in the world. It 

produces over 50% of the world's supply, and neon is indispensable in chipmaking. As a 

result, the semiconductor shortage may be a consistent problem in 2022.  

• On Friday, South Korea started early voting for its election. Front-runners to winning the 

presidential nominations are conservative Yoon-Seok-youl and Lee Jae-myung of the 

ruling Democratic Party. The outcome is closely being watched by China, North Korea, 

and the U.S.; the new president could change Korea’s foreign policy stance. A win by the 

Yoon could lead to South Korea taking a tougher stance toward North Korea and China 

and a more amicable relationship with the U.S., while a win by Lee would likely keep the 

country on its current policy path. The latest opinion polls show the two are almost tied, 

with Lee leading Yoon by one percentage point (38% vs. 37%). The election will take 

place on March 9. 

• Senator Joe Manchin (D-WV) has expressed openness to a much smaller spending bill. 

The new bill will feature prescription savings and a way to tax the wealthy. 

• Following his visit to Taiwan, former Secretary of State Mike Pompeo has called on the 

U.S. to recognize Taiwan.  

 

COVID-19: The number of reported cases is 442,292,812,  with 5,983,244 fatalities.  In the 

U.S., there are 79,196,394 confirmed cases, with 956,262 deaths.  For illustration purposes, the 

FT has created an interactive chart that allows one to compare cases across nations using similar 

scaling metrics.  The CDC reports that 691,748,065 doses of the vaccine have been distributed, 

with 554,168,735 doses injected.  The number receiving at least one dose is 253,752,684, while 

the number of second doses is 215,892,470, and the number of the third dose, granting the 

highest level of immunity, is 94,770,180. The FT has a page on global vaccine distribution.  

• The U.S. will offer technology that can be used to combat the spread of COVID-19 to 

low and middle-income countries.  

 

U.S. Economic Releases  

 

In the only major economic release today, February nonfarm payrolls increased by a seasonally 

adjusted 678K, beating both the upwardly revised gain of 481K in January and the expected rise 

of just 423K.  Most of the gain in February came in the private sector, including a jump in 

factory jobs.  Payrolls are now down just 1.4% from their peak before the coronavirus pandemic.  

The chart below shows how nonfarm payrolls have risen since just before the prior recession. 

 

https://www.axios.com/iran-nuclear-deal-28a4ee9d-37c8-4647-aee7-f61fd4195f76.html
https://www.ft.com/content/ac8733c4-bfea-4499-8a48-4997a77ad33f
https://www.ft.com/content/ac8733c4-bfea-4499-8a48-4997a77ad33f
https://www.cnbc.com/2022/03/04/north-korea-china-and-us-closely-watching-south-koreas-election.html
https://www.cnbc.com/2022/03/04/north-korea-china-and-us-closely-watching-south-koreas-election.html
https://www.businessinsider.com/joe-manchin-smaller-biden-social-climate-spending-bill-democrats-bbb-2022-3
https://www.reuters.com/world/asia-pacific/us-should-recognise-taiwan-former-top-diplomat-pompeo-says-2022-03-04/
https://www.reuters.com/world/asia-pacific/us-should-recognise-taiwan-former-top-diplomat-pompeo-says-2022-03-04/
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.nytimes.com/live/2022/03/04/world/covid-19-tests-cases-vaccine
https://www.nytimes.com/live/2022/03/04/world/covid-19-tests-cases-vaccine
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As further evidence of today’s strong demand for labor, the February unemployment rate fell to a 

seasonally adjusted 3.8%, better than both the expected rate of 3.9% and the January rate of 

4.0%.  The chart below shows how joblessness has changed since just before the prior recession. 

 

 
 

According to the release, average hourly earnings in February edged up to a seasonally adjusted 

$31.58, for an increase of 5.1% from the same month one year earlier.  Prior to the pandemic and 

its aftermath, that increase would have been considered quite strong.  This time, however, the 

rise was disappointing compared with the anticipated increase of 5.8% and the revised gain of 

5.5% in the year to January.  The chart below shows the year-over-year change in average hourly 

earnings since just before the prior recession. 
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Finally, the report included data on the share of the adult, civilian, non-institutionalized 

population that is in the workforce, i.e., either working or looking for work.  The February labor 

force participation rate (LFPR) rose to a seasonally adjusted 62.3%, slightly beating expectations 

that it would remain at the January rate of 62.2%.  The chart below shows how the LFPR has 

changed over the last several decades. 

 

 
 

There are no further 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 
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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. 

 
 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Unemployment Rate m/m Jan 2.8% 2.7% 2.7% *** Equity and bond neutral

Job-To-Applicant Ratio m/m Jan 1.20 1.16 1.15 *** Equity bullish, bond bearish

South Korea CPI y/y Feb 3.7% 3.6% 3.5% *** Equity bearish, bond bearish

Core CPI y/y Feb 3.2% 3.0% 3.0% ** Equity bearish, bond bearish

India Markit Services PMI m/m Feb 51.8 51.5 ** Equity bullish, bond bearish

Markit Composite PMI m/m Feb 53.5 53.0 ** Equity bullish, bond bearish

EUROPE

Eurozone Retail Sales y/y Jan 7.8% 2.1% 9.2% * Equity bearish, bond bullish

Germany Trade Balance m/m Jan 3.5b 6.6b 5.5b * Equity bearish, bond bullish

Exports m/m Jan -2.8% 1.2% 1.0% * Equity bearish, bond bullish

Imports m/m Jan -4.2% 4.0% 2.0% * Equity bearish, bond bullish

France Industrial Production y/y Jan -1.5% 0.0% -3.2% *** Equity bullish, bond bearish

Manufacturing Production y/y Jan -1.1% 0.2% ** Equity and bond neutral

Italy GDP WDA y/y 4Q F 6.2% 6.4% 6.4% *** Equity bearish, bond bullish

UK Markit/CIPS Construction PMI m/m Feb 59.1 56.3 57.5 ** Equity bullish, bond bearish

AMERICAS

Canada Building Permits m/m Jan -8.8% -1.9% 1.2% ** Equity bearish, bond bullish

Labor Productivity q/q 4Q -0.5% -1.5% -0.2% * Equity bearish, bond bullish

Mexico Gross Fixed Investment y/y Dec 7.6% 5.9% 5.5% * Equity bullish, bond bearish

Brazil GDP y/y 4Q 1.6% 4.0% 1.1% *** 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. 
Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 52 51 1 Up

3-mo T-bill yield (bps) 31 34 -3 Neutral

TED spread (bps) 21 17 4 Widening

U.S. Libor/OIS spread (bps) 42 43 -1 Down

10-yr T-note (%) 1.78 1.84 -0.06 Up

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

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Flat Neutral

Pound Down Up

Franc Down Neutral  
 

Commodity Markets 

 

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

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

Brent $112.60 $110.46 1.94% Russia-Ukraine crisis intensifying.

WTI $110.39 $107.67 2.53% Russia-Ukraine crisis intensifying.

Natural Gas $4.87 $4.72 3.09% Russia-Ukraine crisis intensifying.

Crack Spread $33.04 $32.74 0.93%

12-mo strip crack $27.45 $27.76 -1.11%

Ethanol rack $2.60 $2.58 1.04%

Gold $1,947.33 $1,935.95 0.59%

Silver $25.22 $25.17 0.17%

Copper contract $482.70 $478.15 0.95%

Corn contract $772.25 $747.75 3.28% Russia-Ukraine crisis intensifying.

Wheat contract $1,209.00 $1,134.00 6.61% Russia-Ukraine crisis intensifying.

Soybeans contract $1,669.50 $1,667.75 0.10%

Baltic Dry Freight 2,104            2,137            -33

Actual Expected Difference

Crude (mb) -2.6 2.5 -5.1

Gasoline (mb) -0.5 -1.4 0.9

Distillates (mb) -0.6 -1.6 1.0

Refinery run rates (%) 0.3% 0.0% 0.3%

Natural gas (bcf) -139.0 -141.0 2.0

Shipping

Energy Markets

Metals

Grains

DOE Inventory Report

 
 

Weather 
 

The 6-10 day and 8-14 day forecasts call for cooler-than-normal temperatures throughout the 

entire central portion of the country, with warmer-than-normal temperatures in California and 

Florida. The forecasts call for wetter-than-normal conditions in the northern Rocky Mountains 

and East Coast, with dry conditions in California and the Southwest.    
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Data Section 
 

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

 

-20% 0% 20% 40%
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Utilities
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-3.0% -2.0% -1.0% 0.0% 1.0% 2.0%

Consumer Discretionary

Technology

Communication Services

S&P 500

Financials

Industrials

Materials

Energy

Healthcare

Consumer Staples

Real Estate

Utilities

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 3/3/2022 close) 

 

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

Growth

Foreign Developed ($)

Small Cap

Real Estate

Large Cap

Foreign Developed (local currency)

US Corporate Bond

Mid Cap

Emerging Markets ($)

Emerging Markets (local currency)

US High Yield

Value

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 Update 

 

March 3, 2022 
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P/E as of 3/02/2022 = 21.5x

 
 

 

Based on our methodology,1 the current P/E is 21.5x, 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 three actual quarters (Q2, Q3, and Q4) and one estimate (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. 


