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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: November 15, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

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

closed up 0.7%. Chinese markets were lower, with the Shanghai Composite down 0.2% from its 

prior close and the Shenzhen Composite down 0.2%.  U.S. equity index futures are signaling a 

higher open.  With 458 companies having reported, the S&P 500 Q3 2021 earnings stand at 

$53.80, higher than the $50.34 forecast for the quarter.  The forecast reflects a 27.5% increase 

from Q3 2020 earnings.  Thus far this quarter, 81.5% of the companies have reported earnings 

above forecast, while 14.5% have reported earnings below forecast.   
 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (11/8/2021): “Meet Fumio Kishida” 

• Weekly Energy Update (11/11/2021): We recap the data and look at the COP26 meeting.   

• Asset Allocation Q4 2021 Rebalance Presentation (11/4/2021): A video discussion of our 

asset allocation process, Q4 2021 portfolio changes, and the macro environment 

• Asset Allocation Weekly (11/12/2021) (with associated podcast): We discuss the 

Citigroup Economic Surprise Index and how it might provide valuable clues about future 

bond yields 

 

Good morning and happy Monday!  U.S. equity futures are pointing to a higher open, while oil 

prices continue to decline.  President Biden will hold a signing ceremony for the infrastructure 

package today.  Our coverage begins with an overview of today’s leader summit with China and 

the U.S.  An update regarding tensions in Belarus and Ukraine follows.  We recap the COP26 

next.  In our regular coverage, we begin with China and international news.  Economics and 

policy follow.  A word on crypto comes next, and we close with our usual pandemic update.   

 

U.S./China virtual summit:  General Secretary Xi and President Biden will hold a virtual 

summit meeting today.  In some respects, this meeting is not really a summit.  In the past, 

summit meetings had agendas, and concrete decisions are usually made before the leaders meet.  

That way, the summit is something of a signing event.  This meeting is much lower key.  The 

U.S. has been downplaying the event, and no clear objectives have been put forward.  We would 

expect several issues to be at least discussed.  First, the situation with Taiwan will almost 

certainly be on the agenda.  President Biden has, on more than one occasion, suggested the U.S 

will overtly defend the island from attack, which would be a departure from the strategic 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_11_8_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_nov_11_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Nov_12_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.wsj.com/articles/global-stock-markets-dow-update-11-15-2021-11636965150?st=ztmajv632unlbip&reflink=desktopwebshare_permalink
https://www.reuters.com/world/us/biden-plans-big-bipartisan-bill-signing-republican-backers-face-threats-2021-11-12/
https://www.ft.com/content/01f469d3-0c5c-41c2-8199-8c53df3bad0d
https://www.wsj.com/articles/biden-xi-teams-set-modest-hopes-for-monday-talks-11636970400?st=q1ar821kcfydwn9&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-xi-teams-set-modest-hopes-for-monday-talks-11636970400?st=q1ar821kcfydwn9&reflink=desktopwebshare_permalink
https://www.ft.com/content/36374ed9-27a6-4c33-a91b-d53d9f86bfa5


 

 

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

www.confluenceinvestment.com 

 2 

ambiguity that marks the relationship between the U.S., Taiwan, and China.  The second issue 

will be the intersection of Xinjiang and the Winter Olympics.  We expect Xi will invite Biden to 

come to the opening ceremony; all signs suggest that the U.S. president will decline.  However, 

we don’t expect a boycott from the U.S.   

 

Although we don’t expect much from today’s meeting, we have seen some evidence of a thaw.  

Recently, Xi sent a letter to the National Committee on U.S.-China relations suggesting China 

wants to enhance cooperation.  This missive was sent before today’s meeting.  The USTR has 

indicated that China is making progress on the Phase 1 trade deal.  It’s possible Xi has figured 

out that he has overplayed his hand.  The U.S. isn’t fading into the dark as quickly as Beijing 

thought, and the real estate issues in China are so bad that Xi needs to cool tensions with 

Washington to buy space and time to manage it.  If a thaw is underway, we may see more results 

today than we expect. 

 

Ukraine/Belarus:  Although the Russian troop buildup on the Ukraine frontier isn’t directly tied 

to the refugee crisis on the Belarus/Poland border, they may be starting to affect each other.  

Let’s start with Belarus.  Over the weekend, media reports indicate that Belarus is clearly 

weaponizing refugees.  Belarus is providing them visas, facilitating flights to Belarus, and 

encouraging them to go to the border with Poland.  Additional reports indicate Minsk transported 

these refugees to the border and provided them with “wire cutters.”  Conditions on the border are 

deteriorating rapidly.  There are an estimated 4,000 refugees from the Middle East on the border 

in a sort of “no-man’s land,” where the Polish border guards are pushing them back to Belarus, 

and the Belarusian counterparts do the same thing to the refugees on their side.  The EU is 

considering additional sanctions against Minsk for the ordeal, but it isn’t obvious that they will 

deter Lukashenko.  However, the EU has been able to use its influence to halt the boarding of 

Syrians and Iraqis to Belarus, which should slow the flow of refugees to the border.   

 

Meanwhile, Russian President Putin reminded Belarusian President Lukashenko that the latter 

has no control over natural gas flows to the EU, even though the pipes transverse Belarus.  This 

chiding may suggest that Russia is finding Lukashenko’s actions tiresome.   

 

In the midst of the border crisis, the U.S. is sending high-level warnings to the EU that Russia 

may be planning military actions against Ukraine.  SoS Blinken apparently discussed the 

situation with his French counterpart.  We know that Ukraine controls Crimea’s water supply, 

and we would not be shocked to see Russia use military force to secure flows to the area.  We 

don’t see the U.S. and Europe moving to support Ukraine with direct military intervention, and 

the Kremlin may have concluded it can force Ukraine back into its sphere of influence. 

 

COP26:  The climate meeting ended over the weekend with disappointment, which says more 

about the optimism of the participants than the realistic expectations of what could be 

accomplished.  There was some progress on methane, but the ending of coal use was scotched by 

India and China.  International cooperation on climate issues suffers from the free-rider problem.  

Thus, there are many comments on what needs to be done and how other nations need to take the 

painful steps to achieve that end.   
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https://www.ft.com/content/c926cf09-038c-4232-9427-8a5f971bd537?emailId=6191e5aa54948f0004a5fbdb&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
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China news:  Australia says it will support Taiwan. 

• Australia says it will support the U.S. in defending Taiwan if China attacks the island.  It 

is further evidence the U.S. is building a coalition around China, attempting to isolate 

Beijing.   

• China is accusing the EU of upending global trade.  The EU, like the U.S., is in the 

process of deglobalizing and building resilience into supply chains, which looks to China 

like trade barriers.  The EU, realizing the U.S. is serious about its pivot to Asia, is 

attempting to build relations in Southeast Asia.   

• As China tries to contain debt growth in its real estate sector, home prices are falling, a 

notable risk to its economy.  As the sector retreats, there are growing worries the 

shrinkage will adversely affect other industries as well.   

• In response to the logistical problems, shipping firms are increasing orders for ships, 

which is boosting the fortunes of China’s shipbuilders…and maybe the PLA Navy.   

• Although the U.S. political class is turning against China, major American businesses 

have apparently not gotten the message or are choosing to ignore it.  This divergence is a 

potential risk factor for these businesses.   

International roundup:  Cuba sees rare protests, and a familiar name emerges in Libya. 

• There will be a day of protest in Cuba against the lack of food.  Although the latter isn’t 

anything new, the former is unusual in Cuba and is usually met with repression.  Security 

forces are detaining protest leaders before the scheduled protest.  

• Libya is expected to hold elections next month, and Seif al-Islam el-Qaddafi has 

announced his candidacy.  The son of the late dictator filed papers to participate in the 

election.  His candidacy is a bit awkward since an international arrest warrant is 

outstanding for two crimes against humanity.  It is unclear if he has much support.  Libya 

is still in a civil conflict, and no polling is being conducted.  He clearly has name 

recognition and would create a problem for the West if he wins.   

• The EU and U.K. remain at loggerheads over trade in Northern Ireland.  The EU is 

preparing retaliation measures, a signal to the U.K. that Brussels is serious about the 

issue.   

• There have been widespread protests against the junta in Sudan; security forces have 

reportedly opened fire on protestors in response.   

• The Peronists suffered huge losses in the midterm elections held over the weekend.  The 

country is dealing with 50% inflation, and the Peronists have not been able to bring prices 

under control.   

Economics and policy:  Supply disruptions continue, and labor is gaining power. 

• Logistical snarls are affecting a wide variety of industries.  Farmers are being adversely 

affected by the inability to export.  High-end bicycle manufacturers are warning that parts 

shortages will lead to fewer bikes.  On the other hand, there was a glimmer of good news.  

Pacific shipping rates are falling.   
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https://www.ft.com/content/3d923307-8aed-4150-84f6-3ee2faca36dc
https://jingdaily.com/evergrande-debt-collapse-luxury/
https://www.thewirechina.com/2021/11/14/shaping-up-and-shipping-out/
https://www.ft.com/content/e2a61edb-10e9-405c-bd82-26c2651a5c34
https://www.nytimes.com/2021/11/14/world/americas/cuba-protest.html?smid=url-share
https://www.washingtonpost.com/world/2021/11/14/cuba-protest-house-arrest/?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%2F3549cb3%2F6191e9839d2fdab56b8c3c9b%2F596b53f6ae7e8a44e7d597a3%2F52%2F87%2F6191e9839d2fdab56b8c3c9b
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• Remember how John Deere (DE, USD, 358.86) told the UAW that it had made its last, 

best offer?  Apparently, that wasn’t the case.  There are multiple causes for the labor 

shortage, but the one having a significant impact is the retirement of workers over age 55.   

• The U.S. isn’t the only nation seeing workers opt for working from the country.  Japan 

appears to be having a “Green Acres” moment.  Also like the U.S., Japan’s Q3 GDP 

slumped.   

• Manufacturing firms are facing a shortage of magnesium, and China supplies 80% of the 

market.   

• Mary Daly, President of the San Francisco FRB, has turned down a nomination for an 

open FOMC governor seat.   

Crypto news:  The SEC has rejected a bitcoin-backed EFT.  The U.S. has approved ETFs that 

are futures based but refuse to allow for those backed by bitcoin, fearing that the providers won’t 

be able to source the coin.  A Florida court case could reveal the real name of bitcoin’s creator.   

 

COVID-19:  The number of reported cases is 253,474,331, with 5,103,223 fatalities.  In the 

U.S., there are 47,074,698 confirmed cases with 763,092 deaths.  For illustration purposes, the 

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

scaling metrics.  The FT has also issued an economic tracker that looks across countries with 

high-frequency data on various factors.  The CDC reports that 553,802,305 doses of the vaccine 

have been distributed, with 440,559,613 doses injected.  The number receiving at least one dose 

is 226,607,653, while the number receiving second doses, which would grant the highest level of 

immunity, is 195,120,470.  For the population older than 18, 70.5% of the population has been 

vaccinated.  The FT has a page on global vaccine distribution. 

• As we noted last week, as the temperatures fall in the upper tier of states, infections are 

rising as people move indoors.  As temperatures moderate, the south is seeing falling 

cases.   

• Austria has announced lockdown orders for those unvaccinated.   

• The anti-viral treatments show promise, but we note that the tests were conducted on 

unvaccinated patients.  It is uncertain whether they will work on those who have been 

vaccinated.   

U.S. Economic Releases  

 

A gauge of New York area manufacturing active rebounded this month, according to the New 

York Fed. The New York Empire State Manufacturing Index came in at 30.9.  This reading is 

above the previous month’s report of 19.8 and higher than the consensus estimates of 22.0.  

 

https://www.nytimes.com/2021/11/13/business/john-deere-strike-union.html?smid=url-share
https://www.businessinsider.com/labor-shortage-millions-retired-early-pandemic-not-going-back-2021-11?amp
https://www.washingtonpost.com/world/asia_pacific/japan-coronavirus-city-country/2021/11/13/908d08f0-3c00-11ec-bd6f-da376f47304e_story.html?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%2F3549cb4%2F6191e9839d2fdab56b8c3c9b%2F596b53f6ae7e8a44e7d597a3%2F53%2F87%2F6191e9839d2fdab56b8c3c9b
https://www.washingtonpost.com/world/asia_pacific/japan-coronavirus-city-country/2021/11/13/908d08f0-3c00-11ec-bd6f-da376f47304e_story.html?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%2F3549cb4%2F6191e9839d2fdab56b8c3c9b%2F596b53f6ae7e8a44e7d597a3%2F53%2F87%2F6191e9839d2fdab56b8c3c9b
https://www.nytimes.com/2021/11/14/business/japan-economy.html?smid=url-share
https://www.nytimes.com/2021/11/14/business/japan-economy.html?smid=url-share
https://asia.nikkei.com/Spotlight/Market-Spotlight/Manufacturers-rue-dependence-on-China-for-supplies-of-magnesium
https://www.bloomberg.com/news/articles/2021-11-13/san-francisco-fed-s-daly-declined-white-house-interest-for-board
https://www.ft.com/content/77bc7296-9bd4-4ea4-bab9-91cee789e47f
https://www.wsj.com/articles/bitcoin-creator-satoshi-nakamoto-could-be-unmasked-at-florida-trial-11636808401?st=659zl5kvdwxp8j3&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/11/15/world/covid-vaccine-boosters-mandates?name=styln-coronavirus&region=hub&block=storyline_live_updates_block_recirc&action=click&pgtype=LegacyCollection
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://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
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.wsj.com/articles/covid-19-cases-rise-in-pockets-of-north-and-west-halting-delta-variants-decline-in-u-s-11636898401?st=425p6hkiidgnnot&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-cases-rise-in-pockets-of-north-and-west-halting-delta-variants-decline-in-u-s-11636898401?st=425p6hkiidgnnot&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/11/14/world/europe/austria-unvaccinated-lockdown.html?smid=url-share
https://www.ft.com/content/30efb138-0223-4b84-a30f-79f0e018a4b8
https://www.ft.com/content/30efb138-0223-4b84-a30f-79f0e018a4b8
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The chart above shows the six-month moving average of the Empire State Business Conditions 

Index.  The moving average rose from 26.18 to 27.28.  In November, factories reported an 

increase in orders, shipments, and hires.  Despite the strong reading, factories are still reporting 

longer delivery times and only a modest improvement in inventories.  This suggests inflation 

issues are likely to persist. 

 

There are no economic releases 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 

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

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

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

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

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

ASIA-PACIFIC

China New Home Prices m/m Oct -0.25% -0.08% * Equity and bond neutral

Retail Sales y/y Oct 4.9% 4.4% 3.7% *** Equity bullish, bond bearish

Industrial Production y/y Oct 3.5% 3.1% 3.0% *** Equity bullish, bond bearish

Fixed Assets Ex Rural YTD y/y Oct 6.1% 7.3% 6.2% ** Equity and bond neutral

Surveyed Jobless Rate m/m Oct 4.9% 4.9% 4.9% *** Equity and bond neutral

Japan GDP SA q/q 3Q -0.8% 0.5% -0.2% *** Equity bearish, bond bullish

Net Exports Contribution % GDP q/q 3Q 0.1% -0.3% 0.0% *** Equity and bond neutral

Industrial Production m/m Sep -5.4% -5.4% *** Equity and bond neutral

Capacity Utilization m/m Sep -7.3% -3.9% *** Equity bearish, bond bullish

India Wholesale Prices y/y Oct 12.5% 10.7% 11.1% ** Equity bearish, bond bullish

New Zealand Performance Services Index m/m Oct 44.6 46.9 ** Equity and bond neutral

Net Migration SA m/m Sep 653 353 ** Equity and bond neutral

EUROPE

Eurozone Trade Balance SA m/m Sep 6.1b 11.1b 11.5b ** Equity bearish, bond bullish

Italy General Government Debt m/m Sep 2706.4b 2734.4b ** Equity and bond neutral

UK Rightmove House Prices m/m Nov -0.6% 1.8% * Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 12-Nov 644.1b 643.7b * Equity and bond neutral

Total Sight Deposits CHF w/w 12-Nov 719.2b 718.4b * Equity and bond neutral

AMERICAS

Mexico Formal Job Creation Total m/m Oct 172.7k 174.1k ** Equity and bond neutral  
 

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) 16 16 0 Down

3-mo T-bill yield (bps) 4 5 -1 Neutral

TED spread (bps) 12 11 1 Neutral

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

10-yr T-note (%) 1.55 1.56 -0.01 Down

Euribor/OIS spread (bps) -56 -56 0 Neutral

EUR/USD 3-mo swap (bps) 23 22 1 Down

Currencies Direction

dollar Flat Neutral

euro Up Up

yen Up Neutral

pound Up Neutral

franc Down Neutral

Central Bank Action Current Prior Expected

China Lending Facility Rate 2.950% On forecast  
 

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 $81.24 $82.17 -1.13%

WTI $80.08 $80.79 -0.88%  

Natural Gas $4.80 $4.79 0.13%  

Crack Spread $16.92 $17.56 -3.66%

12-mo strip crack $20.07 $20.54 -2.30%

Ethanol rack $3.45 $3.43 0.69%

Gold $1,863.37 $1,864.90 -0.08%

Silver $25.21 $25.32 -0.41%

Copper contract $444.45 $444.50 -0.01%

Corn contract $583.50 $585.00 -0.26%

Wheat contract $831.75 $828.50 0.39%

Soybeans contract $1,242.00 $1,244.25 -0.18%

Baltic Dry Freight 2,807            2,844            -37

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

The 6-10 day and 8–14-day forecasts currently call for warmer-to-normal temperatures in the 

western half of the country, with cooler temperatures expected for the rest of the country.  The 

forecasts call for wet conditions in the Rocky Mountains and the South, with dry conditions in 

the Southwest. There is currently no cyclonic activity in the Atlantic Ocean region. We are now 

approaching the end of hurricane season, which concludes on November 30.  
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Data Section 
 

U.S. Equity Markets – (as of 11/12/2021 close) 
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(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 11/12/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0% 40.0%

US Government Bond
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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 Update 

 

November 11, 2021 
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P/E as of 11/10/2021 = 22.2x

 
 

Based on our methodology,1 the current P/E is 22.2x, up 0.2x from last week.  The rise in the 

multiple is due to higher index values.   
 

 

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 (Q1 and Q2) and two estimates (Q3 and Q4). 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. 


