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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: May 3, 2022—9:30 AM EDT] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 index is currently up 0.2% from its prior close. In Asia, the MSCI 

Asia Apex 50 closed down 0.5%. Chinese markets are closed for Labor Day. U.S. equity index 

futures are signaling a flat open. With 295 companies having reported, the S&P 500 Q1 2022 

earnings stand at $53.70, lower than the $54.70 forecast for the quarter. The forecast reflects a 

4.7% increase from Q1 2021 earnings. Thus far this quarter, 80.0% of the companies have 

reported earnings above forecast, while 17.3% 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 (4/25/2022) (with associated podcast): “The Russians 

Respond” 

• Weekly Energy Update (4/28/2022): We update the EU situation related to the Ukraine 

War. 

• 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 (5/2/2022) (with associated podcast): “The Tale of Two 

Surveys” 

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

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

 

We begin today’s Comment with our update on the Russia-Ukraine war.  Military action 

yesterday apparently involved no new Russian advances, even as the U.S. warned that Russia is 

preparing to annex the swaths of eastern and southern Ukraine that it currently occupies.  We 

next review a range of international and U.S. developments with the potential to affect the 

financial markets today.  We wrap up with the latest news on the coronavirus pandemic. 

 

Russia-Ukraine:  Russian forces reportedly refrained from staging any new ground attacks in 

either eastern or southern Ukraine yesterday, apparently in order to regroup and re-equip for 

future attacks.  Also, Russian operations may still be disrupted by Ukraine’s April 30 rocket 

artillery strike on a command post of the Russian Airborne and 2nd Combined Arms Army near 

Izyum.  However, the Russians continue to launch attacks on military and civilian targets 

throughout Ukraine using missiles, artillery, and aerial bombs.  Separately, a high-level U.S. 
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official said Russia is planning sham elections to annex wide swaths of eastern and southern 

Ukraine, just as it did after seizing Crimea in 2014.   

• According to a Russian Telegram channel citing a high-placed Kremlin official, President 

Putin will undergo surgery for abdominal cancer shortly after the big May 9 parade 

celebrating the Soviet Union’s victory over Nazi Germany in World War II.  As we noted 

in our Comment yesterday, some Western officials believe Putin will use the May 9 event 

to announce a major change in the war, perhaps including a call up of reservists and a 

general mobilization to intensify the war. 

o Under Russia’s constitution, presidential power during Putin’s incapacitation 

should temporarily be transferred to Prime Minister Mishustin, a former tax 

service chief.  Yet, the report says Putin will name Security Council leader and 

former top foreign intelligence official Nikolai Patrushev to run the war while he 

is under the knife. 

o We have seen no other reporting that would confirm the Telegram report.  We 

note the channel claimed 18 months ago that Putin was suffering from abdominal 

cancer, but that thesis doesn’t seem to be widely accepted.  In any case, it would 

seem inconsistent for Putin to launch a new initiative and then immediately be 

unable to oversee it.  There is a good chance that either the major May 9 

announcement or the presidential surgery won’t happen. 

• Meanwhile, European Union energy ministers are meeting today to discuss a sixth 

package of EU sanctions on Russia, including a phased-in ban on importing Russian oil.  

Although Germany has swung to support the idea, Economy Minister Habeck warned 

that such a ban would cost the European economy dearly. 

o The sanctions would need to be approved unanimously, but Hungary and Slovakia 

are expected to resist because of their out-sized dependence on Russian oil.  The 

key question is whether the officials can identify exemptions or other types of 

special treatment that will allow the ban to be approved. 

o Even though the new ban wouldn’t apply to natural gas, Russia’s other major 

energy export to the EU, it could still be very disruptive to regional and global 

markets.  Any ban on Russian oil would worsen the current scramble for other 

supply sources, potentially pushing prices even higher.  Some refiners could be 

left with insufficient supplies of certain grades, while firms dependent on Russia’s 

refined or semi-refined products could be out of luck.  On Russia’s side, ongoing 

sanctions and infrastructure limitations could make it hard to find other markets, 

potentially forcing wells to be shut in. 

o Overall, the situation is a reminder that the Russia-Ukraine war will likely 

contribute to a long-term supply jolt that will help keep commodity prices high 

and inflation elevated for years into the future. 

 

European Union:  Austrian Foreign Minister Alexander Schallenberg has called for radical 

changes to the EU’s foundational treaties to expedite neighboring countries’ ability to join and 

avoid domination by Russia.  Besides signaling a shift from Austria’s traditionally tight 

relationship with Russia, Schallenberg’s suggestion illustrates the sea change in geopolitical 

https://www.washingtonpost.com/national-security/2022/05/02/russian-annex-territory-invasion/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F36bcda6%2F6270aa5b956121755a60d61f%2F5d112aacae7e8a08a513cde9%2F11%2F58%2F6270aa5b956121755a60d61f
https://www.washingtonpost.com/national-security/2022/05/02/russian-annex-territory-invasion/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F36bcda6%2F6270aa5b956121755a60d61f%2F5d112aacae7e8a08a513cde9%2F11%2F58%2F6270aa5b956121755a60d61f
https://www.business-standard.com/article/international/putin-to-go-for-surgery-hand-over-temporary-power-to-ex-kgb-chief-report-122050100463_1.html
https://www.business-standard.com/article/international/putin-to-go-for-surgery-hand-over-temporary-power-to-ex-kgb-chief-report-122050100463_1.html
https://www.ft.com/content/e1218d5d-b278-463d-8c1b-bd2da919d587
https://www.ft.com/content/e1218d5d-b278-463d-8c1b-bd2da919d587
https://www.ft.com/content/b5f055f4-af8a-467f-8f49-ffeebc829efe
https://www.ft.com/content/b5f055f4-af8a-467f-8f49-ffeebc829efe
https://www.ft.com/content/b5f055f4-af8a-467f-8f49-ffeebc829efe
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thinking touched off by Russia’s invasion of Ukraine.  Not only has the invasion prompted a 

likely effort by Sweden and Finland to join NATO, but it could also spur a reinvigoration and 

expansion of the EU. 

 

European Equity Markets:  Citigroup (C, $48.71) acknowledged that one of its traders had the 

“fat finger” that sent some European stocks into a sudden, short tumble yesterday.  According to 

Citi, the employee made an error while inputting a trade order for a basket of shares that included 

many Swedish stocks. 

• Nordic stocks were particularly hard hit, with Sweden’s benchmark OMX 30 tumbling as 

much as 7.9% before recovering to close 1.9% lower. 

• Overall, the regional Europe Stoxx 600 index slid as much as 3% yesterday before 

trimming its losses to trade down 1.5%. 

 

Australia:  Joining the global fight against inflation, the Reserve Bank of Australia today hiked 

its benchmark short-term interest rate more aggressively than expected to 0.35% from 0.10% 

previously.  The increase was the central bank’s first in 11 years. 

• It was also the RBA’s first rate hike during an election campaign since 2007. 

• The hike, even from a historically low rate, has forced Prime Minister Morrison to defend 

his record of economic management — his main weapon in the election campaign — as 

the cost of living has risen sharply. 

 

Israel:  Palestinian militant group Hamas has stepped up a mass-media campaign urging 

Palestinians in the West Bank and Israel to attack Jews in the wake of clashes between Israeli 

security forces and Muslims around the Al-Aqsa Mosque in Jerusalem’s Old City.  The renewed 

violence could threaten stability in the region and weigh on Israeli asset values. 

 

Africa:  Little noticed against the backdrop of the Russia-Ukraine war and high consumer 

inflation around the world, weak rainfall in the Horn of Africa has produced the region’s worst 

drought in four decades and put some 20 million people at risk of hunger.  Besides adding to the 

demand for food from other regions, the drought could also spark market-disrupting political 

unrest in countries like Ethiopia, Somalia, and Kenya. 

 

U.S. Monetary Policy:  Today, Federal Reserve officials start their latest two-day monetary 

policy meeting, where they are expected to approve an aggressive 50-basis-point hike in the 

benchmark fed funds interest rate.  At the meeting’s end tomorrow, they are also expected to 

detail a relatively quick run-off of bonds on the central bank’s balance sheet. 

• We have no doubt the Fed will embark on an aggressive tightening of policy, just as the 

officials have indicated.  Ahead of the meeting, the yield on the 10-year Treasury note 

yesterday briefly rose above 3.0% for the first time since late 2018.  The rise in Treasury 

yields has also pushed up the income flow from foreign government bonds.  The yield on 

10-year German government bonds, the benchmark in Europe, today surpassed 1% for 

the first time since 2015 before slipping back to 0.974%. 

https://www.ft.com/content/65b2e34e-3b30-4f1d-ad59-67f9d91d83a4
https://www.ft.com/content/65b2e34e-3b30-4f1d-ad59-67f9d91d83a4
https://www.ft.com/content/d2fa0b37-6fd9-4b70-a39c-fbb80f0e16a2
https://www.ft.com/content/d2fa0b37-6fd9-4b70-a39c-fbb80f0e16a2
https://www.ft.com/content/d2fa0b37-6fd9-4b70-a39c-fbb80f0e16a2
https://www.wsj.com/articles/hamas-media-campaign-urges-attacks-on-jews-by-palestinians-in-israel-and-west-bank-11651511641
https://www.wsj.com/articles/hamas-media-campaign-urges-attacks-on-jews-by-palestinians-in-israel-and-west-bank-11651511641
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https://www.wsj.com/articles/feds-message-on-interest-rate-path-destination-will-be-scrutinized-11651570200?mod=article_inline
https://www.wsj.com/articles/feds-message-on-interest-rate-path-destination-will-be-scrutinized-11651570200?mod=article_inline
https://www.ft.com/content/d7f8eac6-40c4-4d0c-a9ee-e45d8f8b3472
https://www.ft.com/content/d7f8eac6-40c4-4d0c-a9ee-e45d8f8b3472
https://www.wsj.com/articles/10-year-treasury-yield-hits-3-for-first-time-since-2018-11651511960?mod=hp_lead_pos1
https://www.wsj.com/articles/global-stocks-markets-dow-update-05-03-2022-11651563271?mod=markets_lead_pos1
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• All the same, we remain skeptical that the Fed can implement its entire planned program 

of tightening without causing financial market disruptions or contributing to a sharper-

than-planned slowdown in the economy. 

• Amid sky-high inflation, fiscal tightening, continued supply chain disruptions, and a blow 

to confidence from the Russia-Ukraine war, we think the risk of a sharp economic 

slowdown, recession, or financial market volatility in the next 12 to 18 months remains 

elevated. 

 

U.S. Oil Industry:  Even though the Fed is trying to squelch inflation and the tight labor market 

makes it hard to find workers, high oil prices, touched off by factors such as rebounding demand 

and the Russia-Ukraine war, have finally prompted an uptick in U.S. oil drilling and more 

business for oil services companies in the U.S. oil patch.  Recent data show the number of 

drilling rigs active in the U.S. is now up 60% from one year ago.  Crude production is up more 

than 8% over the last year. 

 

 
 

U.S. Labor Market - Unionization:  The National Labor Relations Board said workers at a 

facility owned by Amazon (AMZN, $2,490.00) in Staten Island, New York, have voted against 

unionizing, despite last month’s pro-union vote at another Amazon facility close by.  Even 

though today’s tight labor market has given employees more bargaining power and spurred an 

uptick in unionization, the result suggests any trend toward representation remains uneven. 

• Widespread unionization could spur rapidly rising wage rates, higher inflation, and 

compressed profit margins. 

• Added to those direct impacts on stock valuations, putting more of the nation’s income 

into the hands of workers would likely reduce the amount of capital channeled into the 

financial markets, given workers’ relatively higher propensity to consume. 

 

U.S. Labor Market – Immigration:  A new policy will address an unprecedented backlog of 

1.5 million work-permit applications.  The federal government said most immigrants with 

recently expired or soon-to-expire work permits would be able to continue working on those 

https://www.ft.com/content/8ef3bde4-2ebb-4eb8-bf8e-bb8f43f9a2fc
https://www.ft.com/content/8ef3bde4-2ebb-4eb8-bf8e-bb8f43f9a2fc
https://www.wsj.com/articles/amazon-workers-reject-union-in-new-york-after-labor-victory-at-separate-facility-11651516870?mod=hp_lead_pos4
https://www.wsj.com/articles/amazon-workers-reject-union-in-new-york-after-labor-victory-at-separate-facility-11651516870?mod=hp_lead_pos4
https://www.wsj.com/articles/amazon-workers-reject-union-in-new-york-after-labor-victory-at-separate-facility-11651516870?mod=hp_lead_pos4
https://www.wsj.com/articles/immigrants-to-get-extension-for-expiring-or-expired-u-s-work-permits-11651579201
https://www.wsj.com/articles/immigrants-to-get-extension-for-expiring-or-expired-u-s-work-permits-11651579201
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documents for up to a year and a half after they expire.  The move will help prevent firms from 

losing employees at a time when finding replacements would likely be difficult and expensive. 

 

COVID-19:  Official data show confirmed cases have risen to  514,284,882 worldwide, with 

6,238,487 deaths.  The countries currently reporting the highest rates of new infections include 

Germany, South Korea, France, and Italy.  (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 rose to 81,444,332, with 993,999 deaths.  In data on the U.S. vaccination program, the 

number of people considered fully vaccinated now totals 219,778,035, equal to 66.2% of the 

total population. 

 

Virology 

• In the U.S., the Omicron BA.2 variant continues to spread, but it is still causing relatively 

few serious illnesses or hospitalizations.  The seven-day average of people hospitalized 

with confirmed or suspected COVID-19 came in at 17,220 yesterday, up 16% from two 

weeks earlier.  Because of the low level of hospitalizations and general fatigue with the 

pandemic, the new outbreak is generating few new policy responses. 

• Amid China’s strict measures to fight its latest infection wave, a Shanghai nursing home 

put an elderly resident infected with COVID-19 into a body bag and loaded her into a 

crematorium van, only to find just before the vehicle drove away that she was still alive.  

The event, caught on camera, has exacerbated some citizens’ criticism of the government 

for its draconian measures against the pandemic. 

 

Economic and Financial Market Impacts 

• The pandemic’s resurgence in China has helped pull metals prices down from highs hit 

following Russia’s invasion of Ukraine. 

o Worries that new economic lockdowns will erode demand from the world’s 

largest commodity consumer have dragged aluminum and tin down more than 

17% from their recent all-time highs. 

o Copper has lost 8.5% since its March record. 

o Zinc and lead are off 8.7% and 10% from this year’s highs, respectively. 

 

U.S. Economic Releases  

 

There were no economic releases prior to the publication of this report. The table below lists the 

economic releases and/or Fed events scheduled for the rest of the day. 

 

https://www.wsj.com/articles/immigrants-to-get-extension-for-expiring-or-expired-u-s-work-permits-11651579201
https://www.nytimes.com/live/2022/05/03/world/covid-19-mandates-vaccine-cases
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/false-death-of-elderly-patient-renews-focus-on-shanghais-covid-ridden-nursing-homes-11651579940?mod=hp_featst_pos3
https://www.wsj.com/articles/chinas-covid-19-outbreak-cools-metals-rally-11651534641?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/chinas-covid-19-outbreak-cools-metals-rally-11651534641?mod=lead_feature_below_a_pos1
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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 Indicator Expected Prior Rating

10:00 Factory Orders m/m Mar 1.2% -0.5% ***

10:00 Factory Orders Ex Trans m/m Mar 0.4% *

10:00 Durable Goods Orders m/m Mar 0.8% 0.8% ***

10:00 Durables Ex Transportation m/m Mar 1.1% 1.1% ***

10:00 Cap Goods Orders Nondef Ex Air m/m Mar 1.0% 1.0% **

10:00 Cap Goods Ship Nondef Ex Air m/m Mar 0.2% **

10:00 JOLTS Job Openings m/m Mar 11200k 11266k *

Wards Total Vehicle Sales m/m Apr 14.10m 13.33m *

Economic Releases

Federal Reserve

No Fed speakers or events today

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Australia ANZ Roy Morgan Consumer Confidence w/w 1-May 90.7 96.5 ** Equity bearish, bond bearish

New Zealand CoreLogic House Prices y/y Apr 18.8% 23.4% *** Equity and bond neutral

Building Permits m/m Mar 5.8% 10.5% *** Equity and bond neutral

EUROPE

Eurozone PPI m/m Mar 5.3% 1.1% 5.0% ** Equity bearish, bond bearish

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

France Budget Balance YTD m/m Mar -38.3b -37.6b ** Equity and bond neutral

Germany Unemployment Change (000's) m/m Apr -13.0k -18.0k -15.0k *** Equity and bond neutral

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

UK S&P Global/CIPS UK Manufacturing PMI m/m Apr 55.8 55.3 55.3 ** Equity and bond neutral

AMERICAS

Brazil Industrial Production y/y Mar -2.1% -4.3% -2.9% *** Equity and bond neutral

Mexico Remittances Total m/m Mar $4680.6m $3910.0m $4738.0m *** Equity and bond neutral

S&P Global Mexico Manufacturing PMI m/m Apr 49.3 49.2 ** Equity and bond neutral

IMEF Non-Manufacturing Index SA m/m Apr 53.0 52.9 53.1 ** Equity and bond neutral

IMEF Manufacturing Index SA m/m Apr 52.5 52.3 52.6 ** Equity and bond neutral
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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 from Texas 

through the New England region, with cooler-than-normal throughout most of the western third 

of the country. The forecasts call for wetter-than-normal conditions in the Northern Rockies, the 

Great Plains, and the Midwest, with dry conditions in the Southwest and New England regions. 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 133 129 4 Up

3-mo T-bill yield (bps) 76 82 -6 Neutral

TED spread (bps) 58 46 12 Widening

U.S. Sibor/OIS spread (bps) 113 113 0 Up

U.S. Libor/OIS spread (bps) 118 119 -1 Up

10-yr T-note (%) 2.98 2.94 0.04 Up

Euribor/OIS spread (bps) -43 -44 1 Neutral

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Flat Down

Pound Up Down

Franc Flat Down

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.350% 0.100% 0.250% Above Forecast

Price Prior Change Explanation

Brent $106.63 $107.58 -0.88%

WTI $104.38 $105.17 -0.75%

Natural Gas $7.81 $7.48 4.44%

Crack Spread $51.29 $52.11 -1.57%

12-mo strip crack $34.28 $34.54 -0.76%

Ethanol rack $2.85 $2.87 -0.39%

Metals

Gold $1,855.41 $1,863.02 -0.41%

Silver $22.50 $22.64 -0.60%

Copper contract $431.75 $426.80 1.16%

Grains

Corn contract $808.50 $803.50 0.62%

Wheat contract $1,060.50 $1,055.50 0.47%

Soybeans contract $1,643.00 $1,645.25 -0.14%

Shipping

Baltic Dry Freight 2,404            2,403            1

Actual Expected Difference

Crude (mb) -0.2

Gasoline (mb) -0.6

Distillates (mb) -1.0

Refinery run rates (%) 0.5%

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 5/2/2022 close) 

 

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

Communication Services

Consumer Discretionary

Technology

S&P 500

Financials

Real Estate

Industrials

Healthcare

Materials

Utilities

Consumer Staples

Energy

YTD Total Return

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

Real Estate

Consumer Staples

Utilities

Healthcare

Materials

Financials

Industrials

S&P 500

Consumer Discretionary

Technology

Energy

Communication Services

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 5/2/2022 close) 

 

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

Growth

Small Cap
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Emerging Markets ($)

Mid Cap

US Government Bond

Real Estate
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US High Yield
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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 4/27/2022 = 20.4x

 
 

 

Based on our methodology,1 the current P/E is 20.4x, down 0.3x from last week. Lower index 

values lowered the multiple. 
 

 

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. 


