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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 7, 2022—9:30 AM EDT] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 index is currently up 0.7% from its prior close. In Asia, the MSCI 

Asia Apex 50 closed down 1.6%. Chinese markets were lower, with the Shanghai Composite 

closing down 1.4% and the Shenzhen Composite closing down 1.9%.  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: 

 

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

Higher Defense Budgets” 

• Weekly Energy Update (4/7/2022):  We take a look at the upcoming Strategic 

Petroleum Reserve sale.   

• 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) 

Good morning! Today's report begins with the latest developments from the Russian invasion. 

We then discuss central bank news with a focus on the Fed meeting minutes. Next, we review 

economic and policy news, followed by a brief roundup of international news. We conclude with 

our COVID-19 coverage.  

Russia has focused its war efforts on taking over the eastern region of Ukraine. So far, they have 

started air attacks on the eastern parts of the country as Russian forces attempt to encircle 

Ukrainian troops. A Ukrainian official has warned residents remaining in the area that time is 

running out for them to evacuate. The change in strategy suggests that Russia is desperate for a 

military win. In 2014, Russian President Vladimir Putin boasted Russia could take Kyiv in two 

weeks.  It has been 42 days since his forces invaded Ukraine, and they have yet to take a major 

city. With this new offensive, we suspect Russia could be targeting areas where there is a lot of 

pro-Kremlin sentiment, such as Donetsk and Luhansk. Military victories in these cities would be 

hard to overturn, given the area's sizable Russian population. However, if Russia fails to take 

control of these areas, it would be a major blow not only to its military’s reputation but also to 
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troop morale. Therefore, Moscow may view winning the east as its only option. If forces are 

successful, we expect a revamped military effort to take over Kyiv.  

Other Ukraine related news 

 

● Russia continues to find it difficult to avoid the pain of sanctions. In China, state oil 

refiners are reluctant to purchase oil from Russia over concerns about violating sanctions. 

Refiners have continued to honor their contracts, but they have been hesitant to sign new 

ones even with the steep discounts. The cautiousness comes as foreign firms have been 

wary of giving off the appearance of helping Moscow avoid sanctions. Recently, Shell 

(SHEL, $55.30) announced that it would be exiting Russia. Although the U.S. has not 

explicitly told foreign firms to choose between it or Russia, this does appear to be the 

underlying fear of firms willing to work with Moscow.  On Thursday, the U.S. warned 

India of “significant and long-term” consequences if it continues to align itself with 

Russia. India has maintained that it has not aligned with any country over the invasion.  

Despite its stance, India is increasingly finding it difficult to justify remaining neutral in 

light of the evidence of atrocities in Ukraine.  At the UNSC meeting on the Russia-

Ukraine war, India has called for an investigation into the killing in Bucha, its strongest 

condemnation of Russia since the conflict began.  

● Russia still has some buyers for its goods. In Hungary, Prime Minister Viktor Orban 

stated that his country was willing to pay for Russian gas in rubles. Hungary is the first 

European Union member country to agree to Putin’s terms. Meanwhile, Russian officials 

announced it has sold out of Sokol crude for May, with ships expected to head to China, 

India, Japan, and Korea.  

● Regardless of sanctions, the ruble was briefly able to return to its pre-war levels. Even 

though the recovery is impressive, it is likely not a sign of growing confidence in the 

currency. After the Kremlin reopened its markets, it forced restrictions on how the 

currency is traded. For example, exporters were limited in their ability to accept other 

currencies for payments, residents were discouraged from saving in other currencies, and 

foreigners were not allowed to sell their securities. Under normal market conditions, the 

currency would likely have seen at least a slight improvement, especially after the initial 

shock of the Russian invasion wore off, but it probably would not have been as strong as 

what we are currently seeing. That being said, a part of the appreciation in the currency 

could be related to countries holding on to rubles in case Putin follows through on his 

threat to stop supplying countries that pay in other currencies. 

 

Central bank news 

On Wednesday, the Federal Reserve released the minutes from its two-day meeting on March 

15-16. The minutes showed that despite the FOMC voting to raise rates 25 bps, “many” 

members favored raising rates by 50 bps. Russia’s invasion of Ukraine helped sway the FOMC 

https://www.reuters.com/business/energy/exclusive-china-state-refiners-shun-new-russian-oil-trades-teapots-fly-under-2022-04-06/
https://www.bbc.com/news/business-61021460#:~:text=Oil%20giant%20Shell%20has%20confirmed,of%20Ukraine%20will%20be%20fulfilled.
https://www.bbc.com/news/business-61021460#:~:text=Oil%20giant%20Shell%20has%20confirmed,of%20Ukraine%20will%20be%20fulfilled.
https://www.republicworld.com/world-news/russia-ukraine-crisis/us-warns-india-china-of-significant-and-long-term-consequences-of-alignment-with-russia-articleshow.html
https://www.reuters.com/world/europe/hungary-working-solution-pay-russian-gas-may-foreign-minister-2022-04-06/
https://www.bloomberg.com/news/articles/2022-04-07/a-key-russian-crude-oil-grade-sells-out-as-asia-snaps-up-barrels?sref=uIvt3NFS
https://www.cnn.com/2022/03/31/investing/russia-ruble-putin/index.html
https://www.cnn.com/2022/03/31/investing/russia-ruble-putin/index.html
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from pushing rates higher. As a result, there is growing speculation that the Fed will make up for 

lost time by raising rates 50 bps in the May and June meetings. The minutes also revealed that 

the Fed would like to start reducing its bond holdings in May with a cap of $95 billion a month. 

The notes from the meeting suggest the Fed could phase in the drawdown to ensure a smooth 

transition.  

Financial markets responded negatively to the minutes. There was a sell-off of stocks and bonds 

as investors prepared for more market volatility. As a result, there are expectations that the Fed 

will push rates above two percent by the end of the year.  In our view, the Fed may still be open 

to changing course on its policy path if next month’s CPI report shows that inflation peaked in 

February. We believe the recent rise in energy prices due to the war in Ukraine will likely make 

any deceleration in inflation modest at best. However, if inflation rises even higher than it did in 

February, we expect the Fed to become decidedly more hawkish than they are today.  

• The ECB is mulling raising rates soon as inflation in the Eurozone remains elevated and 

shows no signs of abating. 

U.S. economic and policy news 

• The U.S. appears to be exploring more ways to punish Russia and countries that align 

with it. Treasury Secretary Janet Yellen expressed interest in creating an escrow account 

that could track proceeds from Russian oil and gas sales. She also added that the U.S. 

Treasury Department is prepared to use its tools on China if it were to make a move on 

Taiwan. 

• House Representative Nancy Pelosi (CA-D) is rumored to be traveling to Taiwan 

following her stay in Japan this weekend. The visit has not been confirmed by her office, 

but Chinese officials have already expressed outrage. Beijing warned that if Pelosi does 

visit Taiwan, it would be forced to take strong measures. The vague threat comes amid 

growing friction between the U.S. and China over the Russian invasion of Ukraine.  

International news 

• Following the retirement of Hong Kong leader Carrie Lam, Beijing is reportedly backing 

former police officer John Lee as her replacement. The choice suggests that Beijing still 

sees Hong Kong as a security risk. 

• Russian oil refiners Taif and Lukoil (LUKOY, trading halted) stated they are running out 

of fuel storage capacity as they cope with the lack of demand for oil due to sanctions.  

• The EU is set to ban Russian coal starting in August as it looks to cut ties and reduce its 

dependence on the country because of the invasion of Ukraine. 

COVID-19: The number of reported cases is 495,181,447, with 6,166,970 fatalities. In the U.S., 

there are 80,249,038 confirmed cases with 983,817 deaths.  For illustration purposes, the FT has 

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

https://www.reuters.com/world/europe/ecbs-nagel-says-interest-rates-may-soon-go-up-2022-04-06/
https://www.bloomberg.com/news/articles/2022-04-06/yellen-says-russian-oil-escrow-account-an-idea-worth-exploring?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-04-07/pelosi-to-visit-taiwan-in-first-such-trip-for-25-years-fnn-says?sref=uIvt3NFS
https://www.nytimes.com/2022/04/06/world/asia/john-lee-hong-kong.html
https://www.reuters.com/business/energy/russias-taif-refinery-shuts-operations-due-overstocking-sources-2022-04-07/
https://www.reuters.com/business/energy/russias-taif-refinery-shuts-operations-due-overstocking-sources-2022-04-07/
https://www.reuters.com/business/energy/eus-full-ban-russian-coal-be-pushed-back-mid-august-source-2022-04-07/
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
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
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metrics.  The CDC reports that 707,281,045 doses of the vaccine have been distributed with 

563,391,773 doses injected.  The number receiving at least one dose is 255,873,739, while the 

number of second doses is 218,043,500, and the number of the third dose, granting the highest 

level of immunity, is 98,312,742. The FT has a page on global vaccine distribution.   

• A new study showed there is an increased risk of developing blood clots months after 

experiencing mild COVID infections.  

• Leading infectious disease expert Anthony Fauci stated he expects the latest omicron 

variants to spread into the U.S., possibly leading to a serious surge in cases in the fall.  

U.S. Economic Releases  

 

In the only economic data so far today, initial applications for unemployment benefits in the 

week ended April 2 fell to a seasonally adjusted 166K, better than both the expected level of 

200K and the downwardly revised level of 171K in the previous week. The four-week moving 

average of initial claims fell to a multi-decade low of 170K, reflecting how today’s severe labor 

shortage has made employers reluctant to lay off their workers. Meanwhile, the number of 

people continuing to receive benefits in the week ended March 26 rose slightly to 1.523M, much 

higher than the expected decline to 1.302M but only modestly higher than the revised 1.506M in 

the prior week. The chart below shows the progression of initial jobless claims since just before 

the previous recession. The chart is truncated for most of the pandemic period because of the 

extremely high levels of claims during those months. 

 

 
 

To provide more detail on the most recent period, the chart below shows the progression of 

initial jobless claims just since the beginning of 2021. 

 

https://covid.cdc.gov/covid-data-tracker/#vaccinations
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://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.healthline.com/health-news/covid-19-linked-to-increased-risk-of-blood-clots-even-months-later-what-to-know
https://www.bloomberg.com/news/articles/2022-04-06/fauci-sees-covid-infection-uptick-coming-from-ba-2-subvariant?sref=uIvt3NFS
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The table below lists the economic releases and/or Fed events scheduled for the rest of today. 

 

 

 

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. 

 

EST Indicator Expected Prior Rating

15:00 Consumer Credit m/m Feb $18.100b $6.838b *

EST Speaker or Event

9:00 James Bullard Discusses Economic Outlook President of the Federal Reserve Bank of St. Louis

14:00 Raphael Bostic and Charles Evans Discuss Inclusive Employment Presidents of Federal Reserve Banks of Chicago, Atlanta

Economic Releases

Federal Reserve

District or Position
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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. 

 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Leading Economic Index m/m Feb P 100.9 103.7 ** Equity bearish, bond bullish

Japan Buying Foreign Bonds w/w 1-Apr -¥1673.7b -¥703.3b * Equity and bond neutral

Japan Buying Foreign Stocks w/w 1-Apr -¥781.3b ¥24.6b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 1-Apr -¥1336.6b -¥2396.3b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 1-Apr ¥543.2b -¥250.7b * Equity and bond neutral

Australia Trade Balance m/m Feb A$7.457b A$12.891b A$11.650b *** Equity bearish, bond bullish

Exports m/m Feb 0.0% 8.0% 0.0% * Equity and bond neutral

Imports m/m Feb 12.0% -2.0% 2.0% * Equity and bond neutral

China Foreign Reserves m/m Mar $3187.99b $3213.83b $3100.00b ** Equity and bond neutral

EUROPE

Eurozone Retail Sales y/y Feb 5.0% 8.4% 4.9% * Equity and bond neutral

Germany Industrial Production WDA y/y Feb 3.2% 1.1% 3.7% ** Equity bearish, bond bullish

Switzerland Unemployment Rate m/m Mar 2.2% 2.3% 2.2% ** Equity and bond neutral

Foreign Currency Reserves m/m Mar 910.5b 938.0b *** Equity and bond neutral

AMERICAS

Mexico CPI y/y Mar 7.45% 7.28% 7.38% *** Equity and bond neutral

Core CPI y/y Mar 6.78% 6.59% 6.71% ** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 97 97 0 Up

3-mo T-bill yield (bps) 65 66 -1 Neutral

TED spread (bps) 32 31 1 Widening

U.S. Sibor/OIS spread (bps) 78 74 4 Up

U.S. Libor/OIS spread (bps) 82 78 4 Up

10-yr T-note (%) 2.62 2.60 0.02 Up

Euribor/OIS spread (bps) -46 -47 1 Neutral

Currencies Direction

Dollar Flat Up

Euro Up Down

Yen Flat Down

Pound Up Down

Franc Down Down
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Weather 
 

The 6-10 and 8-14 day forecasts currently call for much colder-than-normal temperatures to 

move from the Rocky Mountain region into the Great Plains, with warmer-than-normal 

temperatures expected for the East Coast.  The forecasts call for wetter-than-normal conditions in 

the entire eastern half of the country, while dry conditions are anticipated in California and the 

Southwest. 

Price Prior Change Explanation

Brent $103.33 $101.07 2.24%

WTI $98.64 $96.23 2.50%

Natural Gas $6.22 $6.03 3.09%

Crack Spread $35.50 $35.97 -1.33%

12-mo strip crack $26.96 $26.99 -0.10%

Ethanol rack $2.53 $2.52 0.16%

Metals

Gold $1,931.55 $1,925.35 0.32%

Silver $24.51 $24.46 0.20%

Copper contract $471.30 $473.80 -0.53%

Grains

Corn contract $746.50 $747.00 -0.07%

Wheat contract $1,038.50 $1,038.25 0.02%

Soybeans contract $1,626.75 $1,619.50 0.45%

Shipping

Baltic Dry Freight 2,128            2,213            -85

Actual Expected Difference

Crude (mb) 2.4 -2.8 5.2

Gasoline (mb) -2.0 0.4 -2.4

Distillates (mb) 0.8 -6.0 6.8

Refinery run rates (%) 0.4% 0.3% 0.1%

Natural gas (bcf) -28.0

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 4/6/2022 close) 

 

-20% 0% 20% 40% 60%
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Financials

Materials

Healthcare

Consumer Staples

Utilities
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Technology

Communication Services

Materials

S&P 500

Industrials

Financials

Energy
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Consumer Staples

Healthcare

Utilities

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 4/6/2022 close) 

 

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

Growth

US Corporate Bond

Small Cap

US Government Bond

Foreign Developed ($)

Mid Cap

Emerging Markets ($)

Emerging Markets (local currency)

US High Yield

Large Cap

Foreign Developed (local currency)

Real Estate

Value

Cash

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 

 

April 7, 2022 
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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 two actual quarters (Q3, and Q4) and two estimates (Q1 and Q2). 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. 


