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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 11, 2022—9:30 AM EDT] Global equity markets are lower this morning. In 

Europe, the EuroStoxx 50 index is currently down 0.1% from its prior close. In Asia, the MSCI 

Asia Apex 50 closed down 2.4%. Chinese markets were lower, with the Shanghai Composite 

closing down 2.6% and the Shenzhen Composite closing down 3.3%.  U.S. equity index futures 

are signaling a lower 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) 

 

Our Comment today opens with an update on the Russia-Ukraine war, where both sides are 

preparing for a new phase in which Russia will focus on seizing only eastern and southern 

Ukraine.  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:  The military situation in the war remains in a relative lull, with Russian forces 

having pulled out of western Ukraine, including the region around the capital city of Kyiv, to 

regroup and reequip for an effort to seize control of the eastern Ukrainian region of Donbas and 

the country’s southern coastline.  In the meantime, Russian forces continue to attack a range of 

military and civilian targets with artillery, missiles, and aerial bombs.  Satellite imagery and 

other intelligence suggest Russian ground forces are already deploying into battle positions in 

eastern Ukraine, although some analysts think they will need several more weeks of preparation 

before launching major new assaults. 

 

Daily Comment 
 

By Patrick Fearon-Hernandez, CFA, 

and Thomas Wash 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_3_28_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_07_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_07_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q122.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Apr_04_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/wp-content/uploads/2022_Outlook_Update1_Feb2022.pdf
https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://www.wsj.com/articles/ukraines-zelensky-calls-for-more-military-aid-ahead-of-battles-in-eastern-regions-11649674671?mod=hp_lead_pos7
https://www.wsj.com/articles/ukraines-zelensky-calls-for-more-military-aid-ahead-of-battles-in-eastern-regions-11649674671?mod=hp_lead_pos7
https://www.wsj.com/articles/ukraines-zelensky-calls-for-more-military-aid-ahead-of-battles-in-eastern-regions-11649674671?mod=hp_lead_pos7
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• In any case, the next phase of the war is likely to look much different from the first.  

Rather than the Ukrainians holding off the Russians with insurgency-style, hit-and-run 

attacks with small units, the next phase concentrating on Donbas will likely look much 

more like World War II, marked by prolonged, pitched battles between large formations 

of tanks, armored personnel carriers, artillery, and other equipment.  Those characteristics 

will probably favor the Russians and their preponderance in equipment and personnel.  

Nevertheless, they are still likely to be hindered by poor morale and losses in the war to 

date.  Reports indicate the Russians are calling up some 60,000 reservists to augment 

their forces for the coming battles. 

• The Russians have also abandoned their disastrous decision to run the war from Moscow.  

Instead, President Putin has reportedly named Army Gen. Aleksandr Dvornikov to 

command the Russian attack on the ground in Ukraine.  Dvornikov is famous for having 

led Russia’s successful intervention in Syria almost a decade ago, but it is important to 

remember that the highly motivated, professionalized, well-equipped Ukrainians are 

likely to be a much tougher adversary than Dvornikov faced in Syria. 

• On the economic front, S&P late Friday downgraded Russia’s sovereign foreign debt to 

“selective default,” saying it didn’t expect that the rubles Moscow deposited in payment 

on debt due last week could ultimately be converted into dollars as required by the loan 

documents.  Failure to pay under the terms of the documents would mark Moscow’s first 

default in more than 100 years. 

• In other economic fallout from the war, Western Europe continues to struggle with the 

challenge of weaning itself off Russian energy.  In Germany, the chief executive officer 

of major utility E.On (EONGY, $11.29) ruled out extending the life of its sole German 

nuclear power plant, which is due to go offline at the end of this year.  According to the 

CEO, “There is no future for nuclear in Germany, period.  It is too emotional. There will 

be no change in legislation and opinion.” 

 

France:  In the first round of presidential elections yesterday, centrist President Macron and the 

far-right firebrand Marine Le Pen came out on top, setting them up for a head-to-head matchup 

in the second and final round on April 24.  With some 97% of the votes counted, the tallies 

currently show Macron winning 27.6% and Le Pen 23.4% of the first-round votes, ahead of the 

far-left candidate Jean-Luc Mélenchon with 22.0%.  Le Pen benefited from a late surge that 

reflected widespread disaffection over inflation, security, and immigration. 

• Two polls right after the vote indicated that Macron would narrowly beat Le Pen in the 

run-off.  One poll found Macron would win the run-off by 52% to 48%, within the 

margin of error.  The other poll showed he would win 54%-46%.  Along with Macron’s 

slightly better-than-expected showing on Sunday, this has given a boost to both the euro 

and French stocks so far today. 

• Le Pen has been skeptical of the EU, and she said she would withdraw from NATO’s 

military command structure.  In addition, she has expressed admiration for Russian 

President Putin.  As with nationalist populists in many countries, Le Pen performed best 

among the less educated, traditionalist, and rural electorate. 

o A Le Pen win signals the continued power of right-wing populists in Europe. 

https://www.wsj.com/articles/ukraine-russia-send-reinforcements-for-pitched-battles-in-conflicts-next-phase-11649588496?mod=article_inline
https://www.wsj.com/articles/ukraine-russia-send-reinforcements-for-pitched-battles-in-conflicts-next-phase-11649588496?mod=article_inline
https://apnews.com/article/russia-ukraine-business-europe-economy-foreign-debt-572b9a32691739fb6322fba4c301d9f1?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/540807a8-0e3e-4843-9aee-25b65a724217
https://www.ft.com/content/540807a8-0e3e-4843-9aee-25b65a724217
https://www.ft.com/content/9a3228bd-6927-4d46-aa20-4c693811e720
https://www.ft.com/content/9a3228bd-6927-4d46-aa20-4c693811e720
https://www.ft.com/content/eed614b1-932a-48fb-8cb2-5c1cd946f07c
https://www.ft.com/content/eed614b1-932a-48fb-8cb2-5c1cd946f07c
https://www.nytimes.com/2022/04/10/world/europe/french-presidential-election-macron-le-pen.html
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o If she wins, it will also signal a potential fracturing of the EU and the 

acquiescence of a major European power in Russia’s invasion of Ukraine. 

 

Pakistan:  After Prime Minister Khan was ousted in a no-confidence vote over the weekend, 

parliament today is set to confirm opposition leader Shehbaz Sharif as the country’s new leader. 

• The move will end weeks of political uncertainty that fueled a devaluation of the rupee, 

pushed down the stock market, and forced the central bank to raise interest rates. 

• However, Sharif’s appointment as the new prime minister doesn’t necessarily imply good 

governance and bright economic prospects going forward. 

o Sharif, the former chief minister of the country’s largest province, is the brother 

of a former prime minister who was jailed on corruption charges.  

o  Sharif will inherit a $6 billion IMF loan program, which has involved unpopular 

measures such as raising utility prices. 

 

Mexico:  President Andrés Manuel López Obrador was projected to win more than 90% of his 

referendum questioning whether he should serve out the second half of his six-year term.  

However, the turnout was below 20%, well short of the 40% needed for the result to be binding.  

Many critics and opponents of the president considered the poll a farce or mere grandstanding. 

 

U.S. Labor Market:  Evidence continues to suggest that more retirees may be returning to the 

labor market, which could potentially help relieve labor shortages and hold down wage rates.  

Perhaps driven by the steep rise in consumer price inflation, more than 480,000 aged 55 and over 

started working or looking for work in the past six months, compared with just 180,000 who 

entered the labor force in the six months before the pandemic struck. 

 

U.S. Financial Market:  The Federal Reserve continues to tighten monetary policy; state and 

local governments have responded by calling off bond issuances and spending down their federal 

stimulus cash.  As a result, bond issuance by state and local governments dropped 8% in the first 

quarter from a year earlier. At the same time, data show that spooked investors yanked money 

from municipal-bond funds, which suffered their biggest quarterly outflows since 2013. 

 

Global Electrical Vehicle Industry:  The CEO of major Australian lithium producer Lake 

Resources (LLKKF, $1.38) warned that if Western governments and companies can’t find a way 

to break China’s dominance in raw material supply chains, battery manufacturers will continue 

to confront a severe lithium shortage, and the West’s electrical vehicle industry will be 

hampered. 

 

 

COVID-19:  Official data show confirmed cases have risen to  498,154,313 worldwide, with 

6,176,420 deaths.  In the U.S., confirmed cases rose to 80,399,474, with 985,482 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 218,377,792, equal to 65.8% of the total 

population. 

 

https://www.ft.com/content/b2c2524e-35d0-44b5-b65a-1c681090ef91
https://www.ft.com/content/21adc541-5659-40ca-ba65-0faab35e4e1e
https://www.ft.com/content/21adc541-5659-40ca-ba65-0faab35e4e1e
https://www.wsj.com/articles/everything-costs-more-and-thats-disrupting-retirement-for-many-11649669401
https://www.wsj.com/articles/everything-costs-more-and-thats-disrupting-retirement-for-many-11649669401
https://www.wsj.com/articles/muni-bond-boom-is-sputtering-as-interest-rates-rise-11649632381?mod=hp_lista_pos2
https://www.ft.com/content/7beef24f-29a2-4683-8b30-b076528416c1
https://www.ft.com/content/7beef24f-29a2-4683-8b30-b076528416c1
https://www.ft.com/content/7beef24f-29a2-4683-8b30-b076528416c1
https://www.nytimes.com/live/2022/04/11/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


 

 

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

www.confluenceinvestment.com 

 4 

Virology 

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

COVID-19 came in at 15,058 yesterday, down 18% from two weeks earlier. 

• Meanwhile, the big new wave of infections continues in China, South Korea, Vietnam, 

and some other Asian and European countries.  In Shanghai, new infections hit another 

record for the 10th straight day.  Fearful of the rapid spread in that city, the tech hub of 

Shenzhen has launched dramatic new testing and isolation protocols that will likely have 

major economic impacts. 

 

Economic and Financial Market Impacts 

• As China keeps responding to its vast new wave of infections by clamping down even 

harder on its economy, supply disruptions and shutdowns at key factories are raising 

concerns about an outright tailspin for the economy, driving Chinese stocks sharply lower 

today. 

• More broadly, China’s draconian shutdowns are also prompting worries about a fall in 

global oil demand, which is weighing on global oil prices.  So far today, Brent crude has 

fallen about 3.5% to $99.44 per barrel. 

 

 
 

U.S. Economic Releases  

 

There have been no major economic releases in the U.S. so far today.  The table below lists the 

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

 

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.scmp.com/news/china/politics/article/3173850/shanghai-covid-19-lesson-learned-southern-chinese-guangdong?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220411&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3173814&article_id_list=3173850,3173814,3173852,3173857,3173855,3173690,3173830,3173824&tc=7&CMCampaignID=0d0bcbd32fe0d6868805a4e9ab2ed7ea
https://www.scmp.com/news/china/politics/article/3173850/shanghai-covid-19-lesson-learned-southern-chinese-guangdong?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220411&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3173814&article_id_list=3173850,3173814,3173852,3173857,3173855,3173690,3173830,3173824&tc=7&CMCampaignID=0d0bcbd32fe0d6868805a4e9ab2ed7ea
https://www.ft.com/content/4d9799f7-bcaf-4de8-9319-61d8da361bf0
https://www.ft.com/content/4d9799f7-bcaf-4de8-9319-61d8da361bf0
https://www.ft.com/content/56df1dc0-6cf3-41f8-a644-d44be5085ee8
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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. 

 

 
 

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. 

 

EST Indicator Expected Prior Rating

14:00 Monthly Budget Statement m/m Mar -$185.5b -$216.6b **

EST Speaker or Event

9:30 Raphael Bostic Makes Opening Remarks at Fed Listens Event President of the Federal Reserve Bank of Atlanta

9:30 Michelle Bowman and Chris Waller Speaks at "Fed Listens" Event

12:40 Charles Evans Discusses the Economy and Monetary Policy President of the Federal Reserve Bank of Chicago

Members of the Board of Governors

Economic Releases

Federal Reserve

District or Position

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China PPI y/y Mar 8.3% 8.8% 8.1% ** Equity bearish, bond bullish

CPI y/y Mar 1.5% 0.9% 1.3% *** Equity and bond neutral

Aggregate Financing CNY m/m Mar 4650.0b 1190.0b 3550.0b ** Equity bullish, bond bearish

New Yuan Loans CNY m/m Mar 3130.0b 1230.0b 2750.0b *** Equity bullish, bond bearish

Money Supply M0 y/y Mar 9.9% 5.8% ** Equity bullish, bond bearish

Money Supply M1 y/y Mar 4.7% 4.7% 4.3% ** Equity and bond neutral

Money Supply M2 y/y Mar 9.7% 9.2% 9.2% *** Equity and bond neutral

Japan Machine Tool Orders y/y Mar 30.2% 31.6% * Equity and bond neutral

New Zealand Card Spending Retail m/m Mar -1.3% -7.8% * Equity and bond neutral

Card Spending Total m/m Mar 1.6% -7.6% * Equity bullish, bond bearish

EUROPE

UK Industrial Production y/y Feb 1.6% 2.3% 2.1% *** Equity and bond neutral

Manufacturing Production y/y Feb 3.6% 3.6% 3.0% ** Equity bullish, bond bearish

Construction Output y/y Feb 6.1% 9.9% 6.8% ** Equity and bond neutral

Index of Services 3M/3M m/m Feb 0.8% 1.0% 0.7% ** Equity and bond neutral

Trade Balance GBP/Mn m/m Feb -£9261m -£16159m -£7150m ** Equity bearish, bond bullish

Switzerland Domestic Sight Deposits CHF w/w 8-Apr 666.5b 664.1b * Equity and bond neutral

Total Sight Deposits CHF w/w 8-Apr 739.4b 737.2b * Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Weekly w/w 7-Apr 1.56% 1.14% 1.34% *** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 8-Apr 56.7 55.9 *** Equity and bond neutral

Mexico Manufacturing Production NSA y/y Feb 6.9% 3.8% 5.0% ** Equity bullish, bond bearish

Industrial Production NSA y/y Feb 2.5% 4.3% 4.2% *** Equity and bond neutral
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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. 

 

 
 

Weather 
 

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

most of the country, with warmer-than-normal temperatures in Florida and Southern California.  

The forecasts call for wetter-than-normal conditions on the East Coast, while dry conditions are 

anticipated in California, the Southwest, and Texas. 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 101 99 2 Up

3-mo T-bill yield (bps) 65 68 -3 Neutral

TED spread (bps) 36 31 5 Widening

U.S. Sibor/OIS spread (bps) 80 79 1 Up

U.S. Libor/OIS spread (bps) 84 82 2 Up

10-yr T-note (%) 2.75 2.70 0.05 Up

Euribor/OIS spread (bps) -45 -47 2 Neutral

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Down Down

Pound Up Down

Franc Flat Down

Price Prior Change Explanation

Brent $100.35 $102.78 -2.36% Demand Pessimism

WTI $95.75 $98.26 -2.55%

Natural Gas $6.33 $6.28 0.83%

Crack Spread $36.12 $35.77 0.99%

12-mo strip crack $27.55 $27.35 0.71%

Ethanol rack $2.58 $2.58 0.29%

Metals

Gold $1,957.71 $1,947.54 0.52%

Silver $25.03 $24.77 1.05%

Copper contract $471.85 $472.50 -0.14%

Grains

Corn contract $767.00 $760.75 0.82%

Wheat contract $1,080.25 $1,058.25 2.08%

Soybeans contract $1,684.25 $1,689.00 -0.28%

Shipping

Baltic Dry Freight 2,055            2,061            -6

Energy Markets
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Data Section 
 

U.S. Equity Markets – (as of 4/8/2022 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 4/8/2022 close) 

 

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

US Corporate Bond

Growth

Small Cap
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Emerging Markets ($)

Mid Cap

Foreign Developed ($)

Emerging Markets (local currency)

US High Yield

Large Cap

Real Estate
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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 

 

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. 


