Trend Macro

Trend Macrolytics, LLC

Donald Luskin, Chief Investment Officer
Thomas Demas, Managing Director
Michael Warren, Energy Strategist

NOTE: In September 2016, Standard & Poor’s created a new Real Estate

Data Insights: Global Equity Risk Premia

Monday, March 2, 2020

sector from stocks that had been in the Financials sector. In October 2018 it
converted the Telecom sector to “Communications Services,” moving stocks
from Info Tech and Consumer Discretionary. These changes distort metrics

for those sectors throughout this report. The overall S&P 500 is not affected.
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Equity risk premium: forward earnings yield minus bond yield, July 2007 to current
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EPS: forward consensus, bottom-up, July 2007 to current
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P/E ratio: forward consensus, bottom-up, July 2007 to current
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Benchmark bond yields, July 2007 to current
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Daily S&P 500 equity risk premium in the crisis era
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Close-up: Global equity risk premia in the crisis, and its aftermath
July-to-July range (left panel), daily from July 2013 (right panel)
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Close-up: Global equity risk premia in the crisis, and its aftermath
July-to-July range (left panel), daily form July 2013 (right panel)

10% -+ 7
oo ——— Equity risk premium 5.80% Canada
9% 1 Draghi "whatever it I B Crisis-era mean 4.58% TSE
8% - takes", July 2012 4 eme—ae Aftermath mean 4.69%
7% 1
6% -
5% -
4% -
3% 4
o JPM margin call
2% - lon Bear Stearns,| ]
1% T T T JUIy 2007 T T T T T T T T T T T T
'07 '08 '09 '10 '11 '12 2013 2014 2015 2016 2017 2018 2019
10% -+
China
8% - e
6% - \ 4
4% —giflden I
2% | | ——— Equity risk premium 6.91%
1K & e Crisis era mean
------- Aftermath mean 5.69%
0% | T T T T 1 T T T T T T T T T T T T T
2% - J
'07 '08 '10 11 12 2013 2014 2015 2016 2017 2018 2019
12% - 9
11% - | ——— Equity risk premium 8.18% Italy
10% - | D Dt Crisis-era mean 5.56% MIB
w9 | 5 F 1 Aftermath mean 5.77%
4 J
8% .
o A M
6% el ___ B ___ B ___B.___ A___ knl*ﬁl _______ ‘Aj_\( _______ Ptudr-puugunpuy . ) s e
5% - . o \W A
4% - 1
3% - 1
2% T T T T T 1 T T T T T T T T T T T T T
'07 '08 '09 '10 '11 '12 2013 2014 2015 2016 2017 2018 2019

Source: Bloomberg, TrendMacro calculations



