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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: October 5, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

Europe, the EuroStoxx 50 is up 0.9% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 0.5%.  Chinese markets are closed for the week to celebrate China National Day.  

U.S. equity index futures are signaling a higher open.   
 

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

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

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

• Weekly Geopolitical Report (10/4/2021): “Afghanistan, Part IV: China” 

• Weekly Energy Update (9/30/2021):  Oil inventories unexpectedly rose last week, and the 

energy crisis in Europe is worsening.   

• Asset Allocation Q3 2021 Rebalance Presentation (8/26/2021): A video discussion of our 

asset allocation process, portfolio changes in Q3, and the macro environment 

• Asset Allocation Weekly (10/1/2021) (with associated podcast): we discuss the monthly 

inflation numbers and what they can tell us about the strength and staying power of 

inflation  

• Confluence of Ideas podcast (7/7/2021): “The Geopolitics of Taiwan and the Issue of 

Globalization” 

 

In today’s Comment, we open with multiple U.S. developments that have the potential to affect 

the financial markets today, including the latest on the federal government’s debt limit, signs of 

growing worker clout in the labor market, and new regulatory risks for the technology sector.  

We next turn to a range of international news, including several developments related to Chinese 

risks.  We wrap up with the latest news on the coronavirus pandemic. 

 

U.S. Fiscal Policy:  Senate Majority Leader Schumer scheduled a vote Wednesday on a House-

passed bill to increase the federal government’s borrowing ceiling until December 2022.  

However, Republicans have already telegraphed that they would block the bill, prompting 

President Biden to accuse them of recklessness by putting the dollar’s status as a reserve 

currency at risk.  Schumer offered no plan on how the Democrats could overcome their lack of 

the 60 votes needed to pass the measure.  The continued uncertainty and risk of a federal default 

will likely continue to weigh on financial markets in the coming days. 

 

U.S. Labor Market:  The International Alliance of Theatrical Stage Employees (IATSE), a 

union representing over 150,000 behind-the-scenes workers in entertainment, voted yesterday to 

 

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_10_4_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_sep_30_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Oct_1_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/schumer-urges-action-on-debt-ceiling-by-end-of-week-11633357108
https://www.wsj.com/articles/schumer-urges-action-on-debt-ceiling-by-end-of-week-11633357108
https://www.ft.com/content/e22df30c-0f52-4312-8d9d-8df4362625d4
https://www.ft.com/content/e22df30c-0f52-4312-8d9d-8df4362625d4
https://www.ft.com/content/e22df30c-0f52-4312-8d9d-8df4362625d4
https://www.wsj.com/articles/hollywood-production-workers-authorize-union-to-strike-cite-excessive-hours-poor-pay-11633380651?mod=hp_lista_pos1


 

 

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

www.confluenceinvestment.com 

 2 

authorize a strike if there is a breakdown in the ongoing negotiations with film studios and 

streaming services over working conditions and pay.  Fully 98% of IATSE’s members voted in 

favor of the strike. 

• A strike would cripple Hollywood as it is emerging from the pandemic slowdown and 

bring production to a near-standstill, throwing studio plans for future movies and shows 

into turmoil and immediately costing millions of dollars. 

• More broadly, we are keeping an eye out for any sign of a broader, longer-lasting 

increase in labor power arising from the pandemic.  There are still very powerful 

political, economic, and social forces favoring capital versus labor.  If that changes and 

workers gain the ability to demand higher wages and more favorable working conditions, 

it will bolster the case for higher inflation and reduced profit margins going forward. 

 

Facebook:  In the latest revelation from whistleblower Frances Haugen, Facebook (FB, $326.23) 

is accused of misleading investors about the size of its audience and concealing a years-long 

decline in younger U. S. users.  Haugen, a former Facebook product manager, pointed to internal 

company projections that a drop in engagement from American teens could drive an overall 

decline in its U.S. daily users by as much as 45% between 2021 and 2023.  Given Facebook’s 

large market capitalization, the accumulating downward pressures on the company’s stock will 

alone help hold down U.S. market indexes, on top of other recent challenges such as concerns 

about inflation and rising bond yields. 

 

United States-China:  As we previewed in our Comment yesterday, U.S. Trade Representative 

Tai said in a speech that President Biden will maintain the Trump administration’s trade tariffs 

against China in an effort to make it comply with the “Phase One” agreement signed by the U.S. 

and China in early 2020.  At the same time, she said, the U.S. would reopen a process for U.S. 

companies to seek exemptions from the tariffs.  For now, she said the U.S. would also refrain 

from launching the Phase One deal’s dispute mechanism or any broader investigation into 

China’s unfair trade practices.  It will, however, press the Chinese government for a new round 

of trade talks to address U.S. concerns. 

• Tai’s policy statement suggests the Biden administration wants to slow down its approach 

to China, opening up room for the Chinese to compromise while buying time to further 

strengthen U.S. alliances against Beijing.  The downside is that Republicans in Congress 

will probably tag the administration’s policy as “soft on China.”  Meanwhile, reopening 

the process for tariff exemptions will likely only benefit a limited number of U.S. firms. 

• If the new policy approach succeeds in cooling U.S.-China tensions without ceding too 

much to Beijing, it could help calm global financial markets.  All the same, the broader 

trend toward greater U.S.-China friction will probably remain, along with its risks to 

investors that we’ve continually been discussing. 

• Separately, in an example of how trade policies can distort global markets, cotton prices 

have surged approximately 18% over the last ten trading sessions amid growing Chinese 

demand. 

o The surge in Chinese demand reflects U.S. restrictions on importing goods made 

from Xinjiang cotton. 
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o To get around the ban, Chinese manufacturers are importing more U.S. cotton, 

using it to make clothing and other goods, and then exporting those products back 

to the U.S. 

 

Chinese Debt Defaults:  As major real estate developer Evergrande (EGRNF, $0.41) continues 

to hurtle toward an unsettling default, luxury apartment developer Fantasia admitted it didn’t 

make a $206 million payment on its international bonds that was due yesterday.  Even worse, in 

recent weeks and days, the company told investors it would make the payment. 

• Hours before Fantasia’s disclosure, Fitch Ratings cut its rating on Fantasia by four 

notches to CCC-, reflecting an extremely high risk of default. The global rating firm said 

the developer reportedly recently missed another payment on a private bond—which 

Fitch was previously unaware of—and said the incident “casts doubt on the transparency 

of the company’s financial disclosures.” 

• Not only are Fantasia’s bonds now trading at the same distressed levels as Evergrande’s, 

but the new disclosure has the potential to further scare investors about other Chinese 

property developers and China’s broader problem with excess debt. 

 

China-Taiwan:  At a recent meeting of China’s top-level Central Military Commission, 

President Xi reportedly ordered the country’s armed forces to increase their military pressure on 

southwestern Taiwan.  The order was likely behind the recent surge in Chinese aircraft 

incursions into Taiwan’s air defense identification zone, which we described in yesterday’s 

Comment.  As U.S.-China geopolitical tensions continue to intensify in the region, perhaps the 

key risk is that aggressive Chinese actions will lead to an accidental conflict.  Xi’s order, 

therefore, should be seen as another important risk for global markets. 

 

China-Australia:  Reflecting the severity of China’s current energy shortage, the government 

has quietly started allowing some Australian coal shipments to be unloaded in the country, 

despite an official ban imposed last year in retaliation for Australia’s demand that China is 

investigated for its role in the coronavirus pandemic. 

 

European Energy Crisis:  Amid skyrocketing electricity prices and fears of natural gas 

shortages during the upcoming winter, the governments of France and Spain have joined forces 

to demand sweeping changes to the EU’s energy market rules.  One key demand is to reform the 

linkage between natural gas and electricity prices.  Still, that alone would not address issues like 

the loss of nuclear and fossil fuel supplies due to their political unpopularity. 

 

Global Oil Market:  OPEC and its Russia-led allies decided at their latest review of global oil 

markets to keep boosting their collective crude production by a modest 400,000 barrels per day, 

despite the current high prices. 

• The decision gave a further boost to global oil prices, pushing up the key WTI and Brent 

benchmarks by 2.3% or more to the highest levels in more than three years. 

• Against the backdrop of global demand still recovering from the coronavirus pandemic 

while petroleum exploration, output, and inventories all remain constrained, the OPEC+ 

https://www.wsj.com/articles/chinese-luxury-developer-fantasia-fails-to-repay-206-million-dollar-bond-11633410898?mod=article_inline
https://www.wsj.com/articles/chinese-luxury-developer-fantasia-fails-to-repay-206-million-dollar-bond-11633410898?mod=article_inline
https://www.ft.com/content/01740d2e-4013-4781-930a-6cb62c8248dc
https://www.japantimes.co.jp/news/2021/10/05/asia-pacific/xi-china-pressure-taiwan/
https://www.japantimes.co.jp/news/2021/10/05/asia-pacific/xi-china-pressure-taiwan/
https://www.ft.com/content/eae7454f-60de-4b76-a2b5-b61a2b63ee47
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decision is likely to keep supporting oil prices in the near term.  Naturally, continued high 

energy prices will help keep alive investors’ fears about inflation. 

 

Japan:  Newly appointed Prime Minister Kishida has spooked financial markets with comments 

suggesting he may seek an increase in the country’s capital gains tax.  On top of that, a poll by 

Kyodo News shows public support for Kishida’s new cabinet stands at just 55.7% compared 

with the initial support of 66.4% for predecessor Yoshihide Suga’s cabinet last year. 

• The benchmark TOPIX index fell as much as 3% during the morning session, before 

recovering slightly, to avoid narrowly the 2% drop that would bring in the Bank of Japan 

to support the market by buying exchange-traded funds. 

• Until last week, the central bank had only intervened in the stock market three times since 

April, prompting speculation that it was engaged in a stealth tapering of an ETF-buying 

program that has run for over a decade. 

 

COVID-19:  Official data show confirmed cases have risen to 235,511,364 worldwide, with 

4,811,527 deaths.  In the United States, confirmed cases rose to 43,853,214, with 703,402 deaths.  

Vaccine doses delivered in the U.S. now total 478,392,765, while the number of people who 

have received at least their first shot totals 215,502,382.  Finally, here is the interactive chart 

from the Financial Times that allows you to compare cases and deaths among countries, scaled 

by population.   

 

Virology 

• According to the latest CDC data, 64.9% of the U.S. population has now received at least 

one dose of a vaccine, and 56.0% of the population is fully vaccinated. 

• Now that three new coronaviruses have wreaked havoc around the world in the last 18 

years, scientists have redoubled their efforts to develop a vaccine that would work against 

a broad range of viruses. 

• AstraZeneca (AZN, $60.54) said it requested emergency-use authorization for an 

antibody drug that earlier this year showed strong efficacy in preventing symptomatic 

COVID-19, offering a potential alternative in evading the disease. 

o The company said in August that it would deliver the antibody combination as a 

shot aimed at preventing COVID-19 symptoms, like a vaccine. 

o The primary use, AstraZeneca said, would be for a minority of people with 

chronic diseases and other conditions that could render vaccines less effective. 

 

Economic and Financial Market Impacts 

• Amid the post-pandemic rebound in demand and supply shortages in areas such as 

container shipping and trucking, retailers are starting to worry that they won’t have 

sufficient inventory to meet demand during the all-important holiday season. 

 

U.S. Economic Releases  

 

The trade balance surged to an all-time high due to an increase in the value of imported services.  

The trade deficit came in at -73.3B compared to expectations of -$70.8B. 

https://www.ft.com/content/a5561143-5cbc-44d2-8bd4-e853e5a8097d
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https://www.japantimes.co.jp/news/2021/10/05/national/politics-diplomacy/kishida-cabinet-approval-rating/
https://www.nytimes.com/live/2021/10/05/world/covid-vaccine-cases
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/articles/to-prevent-the-next-pandemic-scientists-seek-one-vaccine-for-many-coronaviruses-11633339802
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https://www.wsj.com/articles/preventive-covid-19-treatment-submitted-for-fda-authorization-11633428799?mod=hp_lead_pos6
https://www.wsj.com/articles/preventive-covid-19-treatment-submitted-for-fda-authorization-11633428799?mod=hp_lead_pos6
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The above chart shows the level of the trade balance.  Imported services saw the biggest change 

in August due to an increase in transportation and travel. 

 

The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 Markit US Services PMI m/m Sep 54.4 54.4 ***

9:45 Markit US Composite PMI m/m Sep 54.5 **

10:00 ISM Services Index m/m Sep 59.9 61.7 ***

EST Speaker or event

13:15 Randal Quarles Discusses Libor Transition U.S. Federal Reserve Vice Chairman for Supervision

Economic Releases

Fed Speakers or Events

District or position

 
 

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

Japan Tokyo CPI y/y Sep 0.3% -0.4% -0.1% *** Equity and bond neutral

Tokyo CPI Ex-Fresh Food y/y Sep 0.1% 0.0% 0.2% *** Equity and bond neutral

Jibun Bank Japan PMI Services m/m Sep F 47.8 47.4 ** Equity bearish, bond bullish

Jibun Bank Japan PMI Composite m/m Sep F 47.9 47.7 ** Equity bearish, bond bullish

India Markit India PMI Services m/m Sep 55.2 56.7 ** Equity bearish, bond bullish

Markit India PMI Composite m/m Sep 55.3 55.4 ** Equity bearish, bond bullish

Australia Markit Australia PMI Services m/m Sep F 45.5 44.9 ** Equity and bond neutral

Markit Australia PMI Composite m/m Sep F 46.0 46.0 ** Equity and bond neutral

ANZ Roy Morgan Consumer Confidence w/w 3-Oct 104.6 103.7 *** Equity and bond neutral

ANZ Job Advertisements m/m Sep -2.8% -2.5% ** Equity and bond neutral

Trade Balance m/m Aug A$15077m A$12117m A$10100m ** Equity and bond neutral

Australia ANZ Commodity Price m/m Sep 1.5% -1.6% ** Equity and bond neutral

EUROPE

Eurozone Markit Eurozone Services PMI m/m Sep 56.4 56.3 56.3 ** Equity and bond neutral

Markit Eurozone Composite PMI m/m Sep 56.2 56.1 56.1 ** Equity and bond neutral

PPI m/m Aug 1.1% 2.3% 1.3% ** Equity and bond neutral

France Industrial Production m/m Aug 1.0% 0.3% 0.4% *** Equity bullish, bond bearish

Manufacturing Production m/m Aug 1.1% 0.6% ** Equity bullish, bond bearish

Markit France Services PMI m/m Sep 56.2 56.0 56.0 ** Equity and bond neutral

Markit France Composite PMI m/m Sep 55.3 55.1 55.1 ** Equity and bond neutral

Germany Markit Germany Services PMI m/m Sep 56.2 56.0 56.0 ** Equity and bond neutral

Markit/BME Germany Composite PMI m/m Sep 55.5 55.3 55.3 *** Equity and bond neutral

Italy Markit Italy Services PMI m/m Sep 55.5 58.0 56.5 ** Equity bearish, bond bullish

Markit Italy Composite PMI m/m Sep 56.6 59.1 57.5 ** Equity bearish, bond bullish

Deficit to GDP YTD q/q 2Q 10.2% 13.1% *** Equity and bond neutral

UK New Car Registrations y/y Sep -34.4% -22.0% * Equity bearish, bond bullish

Official Reserves Changes m/m Sep -$888m -$630m * Equity and bond neutral

Markit/CIPS UK Services PMI m/m Sep F 55.4 54.6 54.6 ** Equity bullish, bond bearish

Markit/CIPS UK Composite PMI m/m Sep F 54.9 54.1 54.1 ** Equity bullish, bond bearish

Russia Markit Russia PMI Services m/m Sep 50.5 49.3 50.3 ** Equity and bond neutral

Markit Russia PMI Composite m/m Sep 50.5 48.2 ** Equity and bond neutral

AMERICAS

Canada Bloomberg Nanos Confidence w/w 1-Oct 60.7 60.9 ** Equity and bond neutral

Building Permits m/m Aug -2.1% -3.9% 3.4% *** Equity bearish, bond bullish

Brazil Vehicle Sales Fenabrave m/m Sep 155083 172796 ** Equity and bond neutral

Mexico Vehicle Domestic Sales m/m Sep 76930 78235 ** Equity and bond neutral

Leading Indicators m/m Aug 0.01 0.12 ** Equity and bond neutral

Consumer Confidence m/m Sep 43.4 42.7 ** 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. 
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Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 13 13 0 Down

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

TED spread (bps) 11 10 1 Neutral

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

10-yr T-note (%) 1.49 1.48 0.01 Down

Euribor/OIS spread (bps) -55 -55 0 Neutral

EUR/USD 3-mo swap (bps) 16 16 0 Down

Currencies Direction

dollar Up Neutral

euro Down Up

yen Down Neutral

pound Down Neutral

franc Down Neutral

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.100% 0.100% 0.100% On forecast

RBA 3-Yr Yield Target 0.100% 0.100% 0.100% On forecast

RBNZ Official Cash Rate 0.250% 0.500% 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. 

 
 

Price Prior Change Explanation

Brent $81.70 $81.26 0.54%

WTI $77.91 $77.62 0.37%  

Natural Gas $5.96 $5.77 3.40%  

Crack Spread $21.32 $21.19 0.59%

12-mo strip crack $22.22 $22.15 0.30%

Ethanol rack $2.50 $2.50 0.20%

Gold $1,756.52 $1,769.57 -0.74%

Silver $22.57 $22.68 -0.49%

Copper contract $419.10 $423.85 -1.12%

Corn contract $537.75 $540.75 -0.55%

Wheat contract $747.75 $756.50 -1.16%

Soybeans contract $1,235.50 $1,235.75 -0.02%

Baltic Dry Freight 5,267            5,202            65

Actual Expected Difference

Crude (mb) 0.7

Gasoline (mb) 0.4

Distillates (mb) 0.8

Refinery run rates (%) 0.35%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

throughout the Northern Great Plains, the Great Lakes, and the Northeast, with cooler-than-
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normal temperatures throughout the Far West.  The forecast calls for dry conditions in the 

Southwest and New England regions, with wet conditions in the Far West and the Southeast. 

There is a tropical disturbance developing over the southeastern Bahamas.  However, the 

disturbance is not expected to develop into a tropical storm within the next 48 hours.  We are 

past the normal peak of hurricane activity, which occurred on September 10. 



 

 

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

www.confluenceinvestment.com 

 9 

Data Section 
 

U.S. Equity Markets – (as of 10/4/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Consumer Staples
Utilities

Healthcare
Materials

Consumer Discretionary
Industrials

Technology
S&P 500

Communication Services
Real Estate

Financials
Energy

YTD Total Return

-4.0% -2.0% 0.0% 2.0%

Technology

Communication Services

Healthcare

S&P 500

Financials

Consumer Discretionary

Industrials

Materials

Consumer Staples

Real Estate

Utilities

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 10/4/2021 close) 

 

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

US Government Bond

Emerging Markets ($)

Emerging Markets (local currency)

US Corporate Bond

Cash

US High Yield

Foreign Developed ($)

Small Cap

Growth

Foreign Developed (local currency)

Large Cap

Value

Mid Cap

Real Estate

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 

 

September 30, 2021 
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P/E as of 9/29/2021 = 23.7x

 
 

Based on our methodology,1 the current P/E is 23.7x, unchanged from last week. 

 
 

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes three actual quarters (Q4, Q1 and Q2) and one estimate (Q3). 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. 


