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PRICEY
STOCK VALUES
HERE AND ABROAD

Y
ou probably know that the 
U.S. stock market has been 
delivering the highest re-

turns among all developed na-
tions, not just in the last couple 
of years but over the most recent 
ten years.  But that also means 
that U.S. stocks have become 
much more expensive relative 
to other nations.

How much more?  One of 
the most common measures 
of stock valuation is the price/
earnings (P/E) ratio, which is 
the simple calculation of the 
overall price of all of a compa-
ny’s stock shares divided by the 
total earnings of that company.  
The earnings calculations can 
be tricky (do you take last year’s 
earnings, or the forecasted earn-
ings for the coming year?), but 
the important thing here is that 
the calculation be consistent 
across nations.

As of December 31, before 
this year’s runup in stock pric-

es, the P/E ratio of large U.S. 
stocks in aggregate, using trail-
ing earnings, was 38.02, which 
is much higher than historical 
averages.  The stock market in 
India was even more expensive, 
with a P/E of 38.45.  Australia’s 
P/E was the highest among 
developed nations, with a P/E 
of 43.76, nudging out France 
(40.81) and Canada (38.12).

That basically means that the 
U.S. is not alone in having his-
torically high stock valuations.  
But not all countries are quite so 
overvalued.  The United King-
dom’s large cap stocks (17.55), 
Japan’s (22.53), China’s (16.39), 
Germany’s (27.04) and Russia’s 
stocks (12.19) can all be bought 
at relative bargain prices.

Another way to measure 
stock valuations is the divi-
dend yield.  The U.S. large cap 
companies paid an aggregate 
(and meager) dividend yield of 
1.53% to their shareholders last 

year, which is lower than all oth-
er major nations except India 
(1.14%).  Companies in Japan 
(1.89%), France (1.98%), China 
(2.02%), Australia (2.84%), Ger-
many (2.55%), Spain (2.92%), 
Canada (2.93%) and the UK 
(3.77%) are all more generous 
with their shareholders.

Sources: 

https://siblisresearch.com/data/global-divi-
dend-yields/

https://siblisresearch.com/data/pe-ratios-by-
country/
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THE

COST OF LIVING
THEN AND NOW

I
nflation is in the news again, 
thanks to a recent jump in 
the Consumer Price Index.  

The Bureau of Labor Statistics 
has calculated that the price 
of a basket of goods and ser-
vices rose 5% on an annual-
ized basis in May, the largest 
increase since August of 2008.  
The inflation rate was 4.2% in 
April—which, too, was well 
above the Federal Reserve 
Board’s target of 2% a year.

Basically, that means that 
all of us have lost purchasing 
power in the last two months, 
albeit incrementally.  But in-
flation’s real damage happens 
over the long haul, as the val-
ue of that dollar in your pock-
et slowly, invisibly erodes to a 
point that would be impossi-
ble to imagine without look-
ing at historical price shifts.  
Consider that in 1950, the 

average home could be pur-
chased for $7,354.  A brand 
new Volkswagen Beetle was 
selling for $1,280, and tuition 
at the Ivy League University 
of Pennsylvania was $600.  
You could buy a cup of cof-
fee for a nickel, and a gallon 
of gas cost 27 cents.  A loaf 
of bread would set you back 
19 cents, first-class postage 
stamps cost 3 cents, and you 
could buy a McDonald’s ham-
burger for 15 cents, while ten 
cents more would get you ei-
ther fries or a soda.  The av-
erage movie ticket cost about 
40 cents, a dime got you a ride 
on the New York City subway 
and bleacher tickets to the 
1950 Major League Baseball 
All-Star game cost $1.

What kind of insane infla-
tion rate produced such an 
amazing (and depressing) 

erosion in the value of that 
1950s dollar?  The inflation 
rate between 1950 and today 
was 3.46% a year.

Sources: 

https://www.cheatsheet.com/money-career/
things-you-could-buy-for-1-dollar.html/ 

https://finance.alot.com/personal-finance/10-
things-you-could-buy-for-a-quarter-in-the-
1950s--11171 

https://www.in2013dollars.com/infla-
tion-rate-in-1950

https://www.cnbc.com/2021/06/14/americans-
inflation-fears-reach-a-new-high-after-consum-
er-prices-jump.html

https://www.usnews.com/news/economy/arti-
cles/2021-06-10/inflation-spikes-in-may-at-an-
annual-rate-of-5-testing-markets-and-the-fed#
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U.S.
GRADUATION RATES 
THEN AND NOW

A
mericans recently celebrat-
ed a new high school grad-
uating class, and the good 

news is that a higher percentage 
of people are earning at least a 
high school diploma than ever 
before.  Consider that in the year 
1899-1900, only 6.4% of students 
made it all the way through high 
school, and the graduation rate 
in the 1929-30 school year was 
still just 29%.  In 1963-64, our 
educational system graduated 
76.7% of the students who origi-
nally enrolled in high school.

Today?  Our most recent sta-
tistics come from school year 
2018-19, when the graduation 
rate hit 86% overall.  You can see a 
breakdown by state in the accom-
panying graphic; it shows that the 
highest graduation rates are found 
in Alabama and Iowa (92%), while 
Kentucky, West Virginia, New Jer-
sey, Tennessee (all 91%), Texas and 
Wisconsin bested the 90% rate.  
Arizona (78%) and New Mexi-
co (75%) experienced the lowest 
graduation rates, though Louisi-
ana, Alaska, Arkansas and Oregon 

(all 80%) were not far behind.
Interestingly, we are also set-

ting records for the most people 
who have completed at least four 
years of college.  Today, 38.3% 
of women 25 years and older are 
college degreed, compared with 
34.6% of men.  This compares fa-
vorably with the statistics in 1940, 
when just 5.5% of men and 3.8% of 
women had graduated with at least 
a four-year degree.  By 1975, 17.6% 
of men and 10.6% of women were 

college-degreed, and it wasn’t until 
2012 that both genders breached 
the 30% level.   

Sources: 

https://www.safeandcivilschools.com/research/
graduation_rates.php 

https://nces.ed.gov/programs/coe/indicator/coi

https://www.statista.com/statistics/184272/edu-
cational-attainment-of-college-diploma-or-high-
er-by-gender/

https://livinglegacyllc.com/our-team/
http://www.LivingLegacyLLC.com
www.LivingLegacyLLC.com
https://livinglegacyllc.com/our-team/
www.LivingLegacyLLC.com
https://nces.ed.gov/programs/coe/indicator/coi
https://www.safeandcivilschools.com/research/graduation_rates.php
https://www.statista.com/statistics/184272/educational-attainment-of-college-diploma-or-higher-by-gender/

	site: 
	Page 1: 
	Page 2: 
	Page 3: 

	Button 15: 
	Button 77: 
	Button 45: 
	Button 75: 
	Button 76: 
	Button 78: 
	Button 46: 
	Button 2: 
	site 2: 
	Button 23: 
	Button 69: 
	Button 63: 


