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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: April 4, 2022—9:30 AM EDT] Global equity markets are generally higher 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 up 1.6%. Chinese markets are closed for the Qingming Festival.  

U.S. equity index futures are signaling a flat 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: 

 

• Bi-Weekly Geopolitical Report (3/28/2022) (with associated podcast): “The New Era of 

Higher Defense Budgets” 

• Weekly Energy Update (3/31/2022):  Commercial crude oil stocks decline.  We touch on 

Russia’s call to force buyers to pay for its oil in rubles.   

• Asset Allocation Quarterly - Q1 2022 (1/20/2022): Discussion of our asset allocation 

process, Q1 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (4/4/2022) (with associated podcast): “Latin America’s 

Day in the Sun” 

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

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

• Chart Worth Noting: We show our projections for the Strategic Petroleum Reserve in the 

wake of President Biden’s announced oil release.   

 

Our Comment today opens with an update on the Russia-Ukraine war, where the big news is the 

apparent discovery of widespread atrocities carried out by Russian troops in the areas they are 

currently withdrawing from.  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:  Multiple reports over the weekend appeared to confirm that Russian forces are 

withdrawing from around the capital city of Kyiv and other major urban centers to focus their 

attacks on the Donbas and other areas in eastern and southern Ukraine.  As the Russians pull 

back from the western and northern areas of the country, Ukrainian authorities are finding 

extensive evidence of war crimes, especially in the city of Bucha.  The bodies of civilians were 

found with their hands tied behind their backs and shot in the head, as well as dead women who 

had been raped and had their bodies burned.  Other reports have indicated massive looting by 
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Russian soldiers as they pulled out of the area.  Meanwhile, British Prime Minister Johnson told 

ministers he wants to arm Ukraine with anti-ship missiles to prevent Russian bombardment and 

attacks on the southeastern port city of Odesa, which was the target of Russian missile strikes 

over the weekend. 

• The well-verified reports of civilian massacres, summary executions, and rapes have 

given the major European countries a taste of what they’re in for if Russian aggression is 

left unchecked.  The reports have prompted a range of European countries to consider 

additional sanctions against Russia, possibly including a ban on Russian energy imports.  

For example, French President Macron today said he would be in favor of an EU ban on 

Russian oil and coal imports. 

o Evidence of heinous acts approaching those of Nazi Germany during World War 

II will likely spur additional weapons transfers to Ukraine as well. 

o Ultimately, if the fighting intensifies and Russian brutalities expand, it would not 

be surprising to see increased calls for outright intervention in the conflict. 

• Notably, even the widespread evidence of these brutal acts of violence hasn’t been 

enough to sway China from its support for Russia.  Indeed, as of this writing, the Chinese 

government has made no statement regarding the apparent war crimes in Ukraine.  On 

Chinese social media, posts containing images of the atrocities remained available today, 

with a few users expressing horror at the news, but the Chinese microblogging platform 

Weibo was filled with posts by prominent bloggers questioning the veracity of the photos 

of corpses and blaming the violence on Ukrainian “Nazi” fighters. 

o Chinese President Xi is trying to strike a balance between his “limitless” support 

for Russian President Putin and looking neutral enough to avoid being tied too 

closely to the Ukrainian invasion and atrocities. 

o Despite Xi’s balancing act, however, his refusal to condemn Russia, despite the 

ongoing violence, suffering, and war crimes, could well draw increasing 

opprobrium and help build pressure in the West to impose economic and financial 

costs on China as well. 

o In other words, by refusing to distance China from Russia, Xi is risking further 

isolation and a faster fracturing of the global economy into separate blocs, as 

we’ve been warning.  If so, it would suggest that investors in Chinese securities 

will face even more risk of a clampdown on capital flows and loss of value, 

despite recent signs of thawing in the U.S.-China dispute over audits for Chinese 

firms listed in the U.S. 

• Regarding the economic impacts of the war, the sanctions on Russia and the shutoff of 

Russian mineral supplies continue to push key commodity prices up, even though energy 

prices have moderated a bit in response to Western countries’ decision to release oil from 

their reserves and China’s demand-sapping coronavirus clampdowns.  A new report by 

Farasis Energy says the cost of the nickel, lithium, and cobalt needed for a 60KWh 

battery, enough for a large SUV, rose from $1,395 a year ago to more than $7,400 in 

early March. 

 

https://www.thetimes.co.uk/article/boris-johnson-eager-to-arm-ukraine-for-defence-of-odesa-880x688xk?utm_source=POLITICO.EU&utm_campaign=96b5f9de43-EMAIL_CAMPAIGN_2022_04_03_01_01&utm_medium=email&utm_term=0_10959edeb5-96b5f9de43-190480045
https://www.thetimes.co.uk/article/boris-johnson-eager-to-arm-ukraine-for-defence-of-odesa-880x688xk?utm_source=POLITICO.EU&utm_campaign=96b5f9de43-EMAIL_CAMPAIGN_2022_04_03_01_01&utm_medium=email&utm_term=0_10959edeb5-96b5f9de43-190480045
https://www.thetimes.co.uk/article/boris-johnson-eager-to-arm-ukraine-for-defence-of-odesa-880x688xk?utm_source=POLITICO.EU&utm_campaign=96b5f9de43-EMAIL_CAMPAIGN_2022_04_03_01_01&utm_medium=email&utm_term=0_10959edeb5-96b5f9de43-190480045
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https://www.ft.com/content/b11fc9ce-569f-4fcc-a26d-e3f0efa34829
https://www.ft.com/content/b11fc9ce-569f-4fcc-a26d-e3f0efa34829
https://www.ft.com/content/279d0bf0-a58f-40c5-951f-84ecd54fe3f0
https://www.ft.com/content/279d0bf0-a58f-40c5-951f-84ecd54fe3f0
https://www.ft.com/content/17d2d027-22c1-4ecc-8f92-d70268c8a4ac
https://www.ft.com/content/17d2d027-22c1-4ecc-8f92-d70268c8a4ac
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Hungary:  In elections yesterday, a coalition led by Prime Minister Viktor Orban’s party 

evidently won 135 of the 199 seats in parliament, giving the Russia-supporting Orban a fifth 

four-year term in power.  With Orban’s victory, Hungary is likely to put a brake on further EU 

sanctions against Russia and complicate NATO’s response to the Russia-Ukraine war. 

 

Serbia:  In its elections yesterday, Serbia re-elected hardline populist President Aleksandar 

Vucic and gave his party the largest number of seats in parliament.  Vucic has come under strong 

international pressure over his refusal to impose economic sanctions on Russia for its attack on 

Ukraine.  Even with his re-election, he is not expected to change course dramatically on that 

stance, given many of his voters sympathize with Russia’s campaign against Kyiv and resent the 

West, which bombed Belgrade during the Yugoslav wars in 1999. 

 

China-Hong Kong:  As we suggested last week, Hong Kong Chief Executive Carrie Lam said 

she won’t seek a second five-year term in office in the municipal elections this spring.  Sources 

say Lam’s deputy, hardline former security minister John Lee, will probably seek the position.  

In any case, Lam’s absence from the race will allow Beijing to impose a tougher, security-

focused official who would more likely hew the central government’s line on policy. 

 

Pakistan:  Over the weekend, Prime Minister Khan survived an attempted no-confidence vote in 

parliament, after which the country’s president dissolved parliament to prepare for new elections 

to be held within 90 days. 

 

Costa Rica:  In elections yesterday, former World Bank economist Rodrigo Chaves came out 

ahead with 53% of the vote.  Chaves has vowed to renegotiate last year’s $1.8 billion loan from 

the IMF aimed at supporting the country’s economic recovery from the pandemic, and he has 

indicated that he wants to strengthen trade ties in the Asia-Pacific region and attract more 

Chinese tourists. 

• Chaves’s party will only have 10 seats in the country’s 57-seat congress, so he will have 

to rely on coalitions to pass legislation. 

• Nevertheless, his plans to strengthen ties with the Asia-Pacific region, and China, in 

particular, could be a test of how much investor-friendly globalization survives now that 

the war in Ukraine has accelerated the forces of deglobalization around the world. 

 

U.S. Economy:  In his widely followed annual stockholder letter, Jamie Dimon, CEO of 

JPMorgan (JPM, $135.31), offered an upbeat read on the U.S. economy, saying consumers and 

businesses are flush with cash, wages are rising, and the economy is growing rapidly after its 

pandemic slowdown. Nevertheless, he also warned that the war in Ukraine could collide with 

rising inflation to slow the pandemic recovery and, consistent with our concerns, potentially alter 

global alliances for decades to come. 

• Separately, high-frequency spending data shows consumers are starting to cut costs on 

mainstays from toothpaste to baby formula as inflation finally hits consumer staples. 

• Meanwhile, investors continue to bet that the Federal Reserve’s panic over inflation will 

prompt it to hike interest rates aggressively in the coming months, potentially pushing the 

economy into recession.  As a result, the yield curve solidly inverted late last week (see 

chart below), and it remains in inversion so far this morning.  At this writing, the yield on 

https://www.wsj.com/articles/hungary-vote-tests-orbans-friendship-with-putinand-its-need-for-russian-energy-11648978925
https://www.ft.com/content/482f9cb3-4bdd-4bf7-b776-b8c99b60aaca
https://www.ft.com/content/482f9cb3-4bdd-4bf7-b776-b8c99b60aaca
https://www.ft.com/content/dfb9c5a9-4210-4880-96e2-fe3e06999d51
https://www.ft.com/content/dfb9c5a9-4210-4880-96e2-fe3e06999d51
https://www.ft.com/content/5fc93398-8b1f-4510-9b85-5ad676195cbf
https://www.ft.com/content/5fc93398-8b1f-4510-9b85-5ad676195cbf
https://www.scmp.com/news/asia/south-asia/article/3172921/pakistans-imran-khan-calls-election-parliament-rejects-no?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220403&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3172880&article_id_list=3172914,3172919,3172921,3172880,3172808,3172905,3172923,3172906&tc=11&CMCampaignID=0ab329a3fc9f06bff31b25c7e09297e7
https://www.ft.com/content/23e4d7df-88d4-4db7-b131-75eb839209d8
https://www.ft.com/content/23e4d7df-88d4-4db7-b131-75eb839209d8
https://www.wsj.com/articles/jpmorgan-ceo-jamie-dimon-says-big-risks-loom-for-the-u-s-economy-11649045322?mod=hp_lead_pos6
https://www.wsj.com/articles/with-inflation-not-letting-up-shoppers-cut-back-on-staples-11649064601
https://www.wsj.com/articles/with-inflation-not-letting-up-shoppers-cut-back-on-staples-11649064601
https://www.wsj.com/articles/economists-seek-recession-clues-in-the-yield-curve-11648891802
https://www.wsj.com/articles/economists-seek-recession-clues-in-the-yield-curve-11648891802
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the 10-year Treasury note stands at 2.375%, while the yield on the 2-year Treasury note 

has risen to 2.416%. 

 

 
Source:  SeekingAlpha.com 

 

Global Government Debt:  As governments around the globe try to shield their citizens from 

galloping inflation by offering subsidies and other support, their efforts are boosting already high 

government debt just as borrowing costs are rising. For some countries, the increase may prove 

too much to afford, raising the specter of political unrest and the risk of debt crises in the future. 

 

COVID-19:  Official data show confirmed cases have risen to  491,498,231 worldwide, with 

6,153,320 deaths.  In the U.S., confirmed cases rose to 80,155,446, with 982,566 deaths.  (For an 

interactive chart that allows you to compare cases and deaths among countries, scaled by 

population, click here.)  Meanwhile, in data on the U.S. vaccination program, the number of 

people who are considered fully vaccinated now totals 217,834,304, equal to 65.6% of the total 

population. 

 

• In the U.S., the seven-day average of people hospitalized with a confirmed or suspected 

case of COVID-19 came in at 15,949 yesterday, down 28% from two weeks earlier. 

• The new coronavirus wave continues to worsen in some parts of Europe and Asia, 

particularly in China.  Today, Shanghai began testing all 25 million of its residents for 

COVID-19, aided by thousands of medical workers who arrived over the weekend from 

across the country.  The entire city is now effectively under a lockdown that was meant to 

be in its final days. 

 

U.S. Economic Releases  

 

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

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

 

https://www.wsj.com/articles/the-world-is-piling-on-debt-as-it-battles-inflation-11649064601?mod=hp_lead_pos3
https://www.wsj.com/articles/the-world-is-piling-on-debt-as-it-battles-inflation-11649064601?mod=hp_lead_pos3
https://www.nytimes.com/live/2022/04/04/world/covid-19-mandates-cases-vaccine
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/shanghai-orders-snap-covid-tests-for-25-million-locked-down-residents-11649053546?mod=hp_listb_pos1
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EST Indicator Expected Prior Rating

10:00 Factory Orders m/m Feb -0.6% 1.4% ***

10:00 Factory Orders Ex Trans m/m Feb 0.3% 1.0% **

10:00 Durable Goods Orders m/m Feb -2.2% -2.2% **

10:00 Durables Ex Transportation m/m Feb -0.6% -0.6% **

10:00 Cap Goods Orders Nondef Ex Air m/m Feb -0.3% **

10:00 Cap Goods Ship Nondef Ex Air m/m Feb 0.5% **

Economic Releases

Federal Reserve

No Fed speakers or events today  

 

Charts Worth Noting:  Yesterday, President Biden announced the largest sale of crude oil from 

the Strategic Petroleum Reserve (SPR) in its history.   The government plans to sell 1.0 mbpd for 

108 days.  The goal is to lower oil prices and ease pressure on inflation.  Since there has never 

been such a large sale, there are no historical parallels to use as a comparison.   

 

We will discuss the market 

impact of the sale in future 

Weekly Energy Update 

reports.  Until then, to give 

readers an insight into how 

big a sale this is, we provide 

this chart with our projection 

of the level of the SPR when 

the sales are expected to end 

in September.  On its face, 

the sale is bearish for crude 

oil; clearly, inventories will 

rise.  However, if there is 

further curtailment of 

Russian oil supplies, it is 

quite possible that the market 

will absorb this oil with little 

impact on prices.  In 

addition, the SPR release 

isn’t a permanent solution to the energy shortage, and it is also possible that consuming nations 

will simply buy this oil and hold it in storage to secure supplies.   

 

 

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

add a paragraph below if any development merits further explanation. 

 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Monetary Base y/y Mar 7.9% 7.6% * Equity and bond neutral

Monetary Base End of period m/m Mar ¥688.0t ¥663.9t * Equity and bond neutral

India S&P Global India PMI Mfg m/m Mar 54.0 54.9 *** Equity and bond neutral

Australia Melbourne Institute Inflation m/m Mar 0.8% 0.5% ** Equity bearish, bond bullish

ANZ Job Advertisements m/m Mar 0.4% 8.4% ** Equity and bond neutral

EUROPE

Eurozone Sentix Investor Confidence m/m Apr -18.0 -7.0 -9.4 ** Equity bearish, bond bearish

Germany Trade Balance m/m Feb 11.4b 3.5b 10.1b ** Equity bullish, bond bearish

Switzerland Domestic Sight Deposits CHF w/w 1-Apr 664.1b 658.5b * Equity and bond neutral

Total Sight Deposits CHF w/w 1-Apr 737.2b 731.5b * Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Monthly m/m Mar 1.3% 0.9% 1.2% *** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 1-Apr 55.9 56.3 *** Equity and bond neutral

Building Permits m/m Feb 21.0% -8.8% 6.5% *** Equity and bond neutral

Mexico Consumer Confidence m/m Mar 43.9 43.4 43.8 *** Equity and bond neutral

Leading Indicators m/m Feb -0.10 -0.15 ** Equity and bond neutral

Vehicle Domestic Sales m/m Mar 95199 79600 ** 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. 

 

 
 

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. 

 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 96 96 0 Up

3-mo T-bill yield (bps) 50 49 1 Neutral

TED spread (bps) 46 47 -1 Widening

U.S. Sibor/OIS spread (bps) 69 67 2 Up

U.S. Libor/OIS spread (bps) 73 72 1 Up

10-yr T-note (%) 2.38 2.34 0.04 Up

Euribor/OIS spread (bps) -46 -46 0 Neutral

Currencies Direction

Dollar Up Up

Euro Down Down

Yen Down Down

Pound Down Down

Franc Down Down
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Price Prior Change Explanation

Brent $103.49 $104.39 -0.86%

WTI $98.48 $99.27 -0.80%

Natural Gas $5.70 $5.72 -0.31%

Crack Spread $37.57 $34.47 9.00%

12-mo strip crack $27.29 $26.40 3.37%

Ethanol rack $2.51 $2.52 -0.75%

Metals

Gold $1,925.81 $1,925.68 0.01%

Silver $24.67 $24.63 0.18%

Copper contract $470.65 $468.85 0.38%

Grains

Corn contract $742.75 $735.00 1.05%

Wheat contract $994.00 $984.50 0.96%

Soybeans contract $1,588.00 $1,582.75 0.33%

Shipping

Baltic Dry Freight 2,357            2,358            -1

Energy Markets

 
 

Weather 
 

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

Central region to spread to the eastern half of the country, with cooler-than-normal temperatures 

for the rest of the country.  The forecasts call for wetter-than-normal conditions for most of the 

country, while dry conditions are anticipated for the East Coast. 
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Data Section 
 

U.S. Equity Markets – (as of 4/1/2022 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 4/1/2022 close) 

 

-20% -10% 0% 10% 20% 30%

Growth
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US Government Bond

Emerging Markets ($)

Small Cap

Foreign Developed ($)

Emerging Markets (local currency)

US High Yield

Mid Cap

Large Cap

Real Estate

Foreign Developed (local currency)

Cash

Value

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 

 

March 31, 2022 
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P/E as of 3/30/2022 = 21.0x

 
 

 

Based on our methodology,1 the current P/E is 21.0x, 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 (Q2, Q3, and Q4) and one estimate (Q1). 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. 


