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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 20, 2022—9:30 AM EDT] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 index is currently up 1.8% from its prior close. In Asia, the MSCI 

Asia Apex 50 closed up 0.5% from its prior close. Chinese markets were lower, with the 

Shanghai Composite down 1.7% from the prior day and the Shenzhen Composite down 1.0%.  

U.S. equity index futures are signaling a flat open. With 53 companies having reported, the S&P 

500 Q1 2022 earnings stand at $52.20, lower than the $54.70 forecast for the quarter. The 

forecast reflects a 4.7% increase from Q1 2021 earnings. Thus far this quarter, 75.5% of the 

companies have reported earnings above forecast, while 20.8% have reported earnings below 

forecast.   
 

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 (4/11/2022) (with associated podcast): “The Bosnian 

Divide” 

• Weekly Energy Update (4/14/2022):  We have created a new oil chart that combines 

commercial and strategic inventories.  We also discuss the current sanctions.   

• 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 (4/18/2022) (with associated podcast): “The Bank of Japan 

Cocks the Trigger” 

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

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

 

Our Comment today begins with an update on the Russia-Ukraine war.  Russian forces continue 

to ratchet up their attacks on eastern and southern Ukraine, and the U.S. is preparing a new 

shipment of artillery and other heavier arms.  We next review a range of international and U.S. 

developments with the potential to affect the financial markets today.  We end with the latest 

news on COVID-19.  For the first time in quite a while, there are many new developments on the 

pandemic, especially in China. 

 

Russia-Ukraine:  Russian forces continue to ratchet up their attacks on the Donbas region of 

eastern Ukraine and the country’s southern coast, with a particular focus on mopping up the 

remaining Ukrainian defenders of Mariupol.  However, military analysts continue to debate 
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https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_14_2022.pdf
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whether the Russians are really ready to launch their new offensive or whether they are moving 

prematurely before fully regrouping and re-equipping from their failed attacks on western and 

northern Ukraine.  Meanwhile, after a call with European allies, President Biden said the U.S. 

would send additional artillery, anti-armor, and anti-aircraft weapons to Ukraine.  That aid 

package is likely to be formally announced in the coming days. 

 

 
 

• Sweden’s biggest-selling newspaper has endorsed the country joining the NATO alliance, 

and an opinion poll showed a record number of Swedes support the idea as well.  The 

news adds to the evidence that Russian President Putin’s invasion of Ukraine has 

backfired on him by reinvigorating the West and strengthening its alliances. 

o The Swedish newspaper endorsement is especially important because it came 

from a publication affiliated with the ruling Social Democratic Party, whose 

leaders have been resistant to the country joining NATO. 

https://www.wsj.com/articles/russian-offensive-bears-down-on-donbas-as-west-races-to-supply-ukraine-with-more-weapons-11650455031?mod=hp_lead_pos7
https://www.wsj.com/articles/russian-offensive-bears-down-on-donbas-as-west-races-to-supply-ukraine-with-more-weapons-11650455031?mod=hp_lead_pos7
https://www.ft.com/content/84565436-3be8-4362-ad01-0a28c04e71bb
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o Separately, Finland’s parliament today will begin debating its security 

arrangements; all signs point to the country filing an application to join NATO in 

the coming weeks, ahead of a June summit of the alliance. 

o Given that joining NATO is a long-term commitment, any move by Sweden and 

Finland to enter the alliance would help confirm that the European security 

situation has changed permanently.  That would imply that the many ramifications 

of the Russian invasion—from accelerating deglobalization to spurring increased 

defense budgets—will likely be long-lasting. 

• In the realm of energy sanctions on Russia, leaders in Germany continue to resist 

restarting the country’s nuclear power plants to help wean it off Russian oil and gas.  In 

addition, Algeria is finding it difficult to boost shipments to Europe because of years of 

underinvestment in its energy sector. 

 

France:  President Macron and far-right challenger Marine Le Pen tonight will hold their final 

debate before Sunday’s presidential run-off election.  Recent polling shows Macron has slightly 

opened up his lead over Le Pen and might win the election by a margin of 55% to 45%, but we 

think Le Pen could still pull off an upset.  Because of her vow to reduce France’s deference to 

the EU and pull the country out of NATO’s military command, a Le Pen win would likely be 

very negative for European equities. 

 

China-Solomon Islands:  The Chinese government said Foreign Minister Wang and his 

Solomon Islands counterpart have already signed a controversial security agreement, appearing 

to grant China the right to dock warships in the Solomon Islands, just 1,200 miles off the 

northeast coast of Australia.  A draft of the deal circulating on the internet indicated it would also 

allow China to use its military forces to protect Chinese citizens and investments there. 

• The secret signing of the deal comes despite Australian expressions of concern and the 

impending arrival of a U.S. diplomatic delegation to discuss it. 

• China’s push for the deal reflects its aggressive approach to extending its military power 

throughout the Asia-Pacific region.  A Chinese presence in the Solomon Islands would 

potentially pose a grave threat to Australian security and U.S. interests in the region (see 

map on the next page). 

• For investors, the takeaway is that frictions continue to grow between China and the 

U.S.-led bloc of liberal democracies in the Asia-Pacific.  Those frictions will keep 

geopolitical risks high and threaten to further weigh on U.S.-China capital flows, which, 

in turn, would likely mean continued regulatory risk for Chinese equities. 

 

https://www.ft.com/content/229c21c7-991c-4b44-a2f9-20991670a4ba
https://www.ft.com/content/229c21c7-991c-4b44-a2f9-20991670a4ba
https://www.ft.com/content/3236fa97-e041-425b-a2a8-4b9c66d3e39b
https://www.ft.com/content/3236fa97-e041-425b-a2a8-4b9c66d3e39b
https://www.ft.com/content/fb7c8660-1f20-40b1-bff1-35e03fc1c3f2
https://www.ft.com/content/fb7c8660-1f20-40b1-bff1-35e03fc1c3f2
https://www.politico.eu/europe-poll-of-polls/france/
https://www.politico.eu/europe-poll-of-polls/france/
https://www.wsj.com/articles/china-signs-solomon-islands-pact-over-u-s-australia-opposition-11650388369?mod=hp_listb_pos3
https://www.wsj.com/articles/china-signs-solomon-islands-pact-over-u-s-australia-opposition-11650388369?mod=hp_listb_pos3
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U.S. Debt Markets:  Bond investors have modestly boosted their buying so far this morning, 

driving the yield on the 10-year Treasury note down slightly to 2.888%.  However, recent trends 

point to potential problems down the road for the legions of low-rated companies that borrowed 

at floating rates last year.  Higher costs for those loans could also end last year’s big buy-out 

boom, undercutting valuations for target companies. 

 

U.S. Housing Market:  As we reported in yesterday’s Comment, we’re only now seeing the first 

signs that rising interest rates may start to weigh on the housing market.  As home prices keep 

surging beyond many people’s ability to pay, “YIMBY” activists are agitating for easier zoning 

rules and less stringent regulations on building new supply, especially in dense, costly cities on 

the coasts.  YIMBY stands for “yes in my back yard.” 

 

Global Economy:  In its latest World Economic Outlook, the IMF cut its forecast for worldwide 

economic growth in 2022 to just 3.6%, down from an interim January forecast of 4.4% and far 

weaker than the 6.1% growth in 2021. 

 

COVID-19:  Official data show confirmed cases have risen to 506,120,436 worldwide, with 

6,204,345 deaths.  Currently, the countries reporting the highest rates of new infections include 

South Korea, Germany, France, and Vietnam.  In the U.S., confirmed cases have risen to 

80,732,936, with 989,366 deaths.  (For an interactive chart that allows you to compare cases and 

deaths among countries, scaled by population, click here.)  In data on the U.S. vaccination 

https://www.wsj.com/articles/rising-rates-threaten-companies-acquired-in-lbo-boom-11650406105?mod=hp_lead_pos3
https://www.wsj.com/articles/rising-rates-threaten-companies-acquired-in-lbo-boom-11650406105?mod=hp_lead_pos3
https://www.wsj.com/articles/yimby-movement-goes-mainstream-in-response-to-high-housing-costs-11650373200?mod=hp_listb_pos1
https://www.wsj.com/articles/yimby-movement-goes-mainstream-in-response-to-high-housing-costs-11650373200?mod=hp_listb_pos1
https://www.imf.org/en/Publications/WEO/Issues/2022/04/19/world-economic-outlook-april-2022
https://www.nytimes.com/2022/04/19/business/economy/imf-world-economy-inflation.html
https://www.nytimes.com/2022/04/19/business/economy/imf-world-economy-inflation.html
https://www.nytimes.com/live/2022/04/20/world/covid-19-mandates-cases-vaccine?name=styln-coronavirus&region=hub&block=storyline_live_updates_block_recirc&action=click&pgtype=LegacyCollection
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
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program, the number of people considered fully vaccinated now totals 218,996,86, equal to 

66.0% of the total population. 

 

• In the U.S., the Omicron BA.2 variant continues to spread, but it is still generating 

relatively few serious illnesses or hospitalizations.  The seven-day average of people 

hospitalized with confirmed or suspected COVID-19 came in at 14,790 yesterday, down 

4% from two weeks earlier. 

• A day after a federal judge struck down the administration’s mask mandate on public 

transportation, President Biden said people should decide for themselves whether to mask 

up on planes, trains, and other public vehicles.  Nevertheless, the Justice Department later 

said it would appeal the ruling if the CDC concludes in the coming weeks that a mask 

mandate remains necessary to protect public health. 

• In China, the Omicron BA.2 outbreak and associated lockdown in Shanghai has received 

the most attention, but a little-noted development is that infections and lockdowns have 

now spread to dozens of other sizable cities as well.  In some places, only a single case 

has been enough to prompt disruptive economic clampdowns and mass testing. 

• Scientists say China’s outbreak reflects two major problems: weak penetration of booster 

shots, especially among the elderly, and the low efficacy of the country’s homegrown 

vaccines compared with foreign shots.  Scientists are, therefore, urging the government to 

look for alternatives to its two homegrown vaccines. 

• Authorities in Shanghai have now announced a modest loosening of the city’s lockdown, 

allowing some residents to leave their homes and walk about their neighborhoods, but 

indications suggest the overall Chinese lockdowns will remain draconian.  One sign of 

this is the government censoring an early April editorial in which top pandemic expert 

Zhong Nanshan argued China can’t pursue “dynamic zero-COVID” in the long term and 

should reopen to bring social and economic life back to normal. The government’s 

censorship of the article provides even more evidence that it will maintain or even double 

down on its strict pandemic lockdowns, despite rising economic costs. 

• On the vaccine front, Moderna (MRNA, $152.72) said new research shows a “bivalent” 

vaccine, which combines its original compound with one targeted specifically at the Beta 

mutation, can offer a high degree of protection not only against the original and Beta 

versions of the coronavirus, but also against the Delta, Omicron, and other mutations. 

The research suggests a stronger, longer-lasting vaccine may be available this autumn. 

 

U.S. Economic Releases  

 

Mortgage applications fell for the sixth consecutive week, according to the Mortgage Bankers 

Association. In the week ending April 15, the MBA mortgage applications index fell 5.0% from 

the prior week. The decline in applications was likely related to higher mortgage rates, which 

rose 7 bps from 5.13% to 5.20%, a 12-year high. Higher mortgage rates contributed to the drop 

in purchase and refinancing applications, which fell 3.0% and 7.7%, respectively, from the 

previous week.  

 

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.nytimes.com/2022/04/19/us/politics/biden-masks-public-transportation.html
https://www.nytimes.com/2022/04/19/us/politics/biden-masks-public-transportation.html
https://www.wsj.com/articles/biden-administration-weighs-next-steps-after-judge-throws-out-transportation-mask-mandate-11650394275
https://www.wsj.com/articles/biden-administration-weighs-next-steps-after-judge-throws-out-transportation-mask-mandate-11650394275
https://www.nytimes.com/2022/04/19/world/china-lockdowns.html
https://www.ft.com/content/729f1dc0-32d1-42c9-bb62-63a41f1e8de2
https://www.ft.com/content/729f1dc0-32d1-42c9-bb62-63a41f1e8de2
https://www.ft.com/content/729f1dc0-32d1-42c9-bb62-63a41f1e8de2
https://www.ft.com/content/ff074b13-2761-40c8-8d53-37917ee101d1
https://www.scmp.com/news/china/science/article/3174751/coronavirus-chinas-top-expert-writes-eventual-return-normal?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220419&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3174718&article_id_list=3174751,3174718,3174748,3174687,3174714,3174696,3174754,3174744&tc=7&CMCampaignID=01d490b33690d802192917911a27ff4f
https://www.scmp.com/news/china/science/article/3174751/coronavirus-chinas-top-expert-writes-eventual-return-normal?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220419&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3174718&article_id_list=3174751,3174718,3174748,3174687,3174714,3174696,3174754,3174744&tc=7&CMCampaignID=01d490b33690d802192917911a27ff4f
https://www.nytimes.com/2022/04/19/us/politics/moderna-vaccine-beta-variant.html
https://www.nytimes.com/2022/04/19/us/politics/moderna-vaccine-beta-variant.html
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The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 

 

 
 

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

10:00 Existing Home Sales m/m Mar 5.77m 6.02m **

10:00 Existing Home Sales m/m Mar -4.1% -7.2% ***

EST Speaker or Event

11:25 Mary Daly Discusses the Outlook President of the Federal Reserve Bank of San Francisco

11:30 Charles Evans Discusses the Economic and Policy Outlook President of the Federal Reserve Bank of Chicago

13:00 Raphael Bostic Discusses Equity in Urban Development President of the Federal Reserve Bank of Atlanta

14:00 U.S. Federal Reserve Releases Beige Book Federal Reserve Board

Economic Releases

Federal Reserve

District or Position

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China 1-Year Loan Prime Rate w/w 44671 3.7% 3.7% 3.7% * Equity and bond neutral

5-Year Loan Prime Rate w/w 20-Apr 0.0 4.6% 0.0 * Equity and bond neutral

Japan Trade Balance m/m Mar -¥412.4b -¥668.3b -¥71.5b ** Equity and bond neutral

Australia ANZ Roy Morgan Consumer Confidence w/w 17-Apr 96.8 94.6 ** Equity and bond neutral

Westpac Leading Index m/m Mar 0.4% -0.2% *** Equity and bond neutral

EUROPE

Eurozone EU27 New Car Registrations m/m Mar -20.5% -6.7% * Equity bearish, bond bullish

Industrial Production SA m/m Feb 0.7% 0.0% 0.7% *** Equity and bond neutral

Trade Balance SA m/m Feb -9.4b -7.7b ** Equity and bond neutral

Germany PPI m/m Mar 4.9% 1.4% 2.7% ** Equity bearish, bond bullish

Italy Trade Balance Total m/m Feb -1662m -5052m ** Equity bearish, bond bullish

Trade Balance EU m/m Feb -115m -890m ** Equity and bond neutral

AMERICAS

Mexico International Reserves Weekly w/w 13-Apr $200088m $200146m * Equity and bond neutral

Canada Existing Home Sales m/m Mar -5.40% 4.60% ** Equity bearish, bond bullish
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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 a cold front to move from the Northern 

Pacific, Rocky Mountain, and Midwest regions toward the East Coast.  Meanwhile, the rest of 

the country is expected to have warm-to-normal conditions. Precipitation is expected for most of 

the eastern regions, with dry conditions expected for the rest of the country.   

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 106 104 2 Up

3-mo T-bill yield (bps) 82 81 1 Neutral

TED spread (bps) 25 23 2 Widening

U.S. Sibor/OIS spread (bps) 90 90 0 Up

U.S. Libor/OIS spread (bps) 95 94 1 Up

10-yr T-note (%) 2.88 2.94 -0.06 Up

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

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Up Down

Pound Up Down

Franc Up Down

Central Bank Action Current Prior Expected

RBA FX Transactions Government -A$819m On Forecast

RBA FX Transactions Market A$795m On Forecast

RBA FX Transactions Other -A$163m On Forecast

Price Prior Change Explanation

Brent $107.91 $107.25 0.62%

WTI $103.34 $102.56 0.76%

Natural Gas $7.10 $7.18 -1.05%

Crack Spread $41.69 $42.33 -1.51%

12-mo strip crack $30.00 $30.36 -1.17%

Ethanol rack $2.83 $2.81 0.59%

Metals

Gold $1,949.65 $1,950.09 -0.02%

Silver $25.09 $25.18 -0.36%

Copper contract $469.70 $473.95 -0.90%

Grains

Corn contract $795.00 $799.75 -0.59%

Wheat contract $1,103.00 $1,109.00 -0.54%

Soybeans contract $1,693.25 $1,691.75 0.09%

Shipping

Baltic Dry Freight 2,115            2,137            -22

Actual Expected Difference

Crude (mb) 3.0

Gasoline (mb) -1.2

Distillates (mb) -0.8

Refinery run rates (%) 0.5%

Natural gas (bcf) 40.0

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 4/19/2022 close) 

 

-20% 0% 20% 40% 60%
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Consumer Discretionary

S&P 500

Real Estate

Industrials

Financials

Healthcare

Materials

Consumer Staples

Utilities

Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0% 2.0% 3.0% 4.0%

Energy

Utilities

Materials

Healthcare

Financials

Consumer Staples

S&P 500

Industrials

Technology

Communication Services

Real Estate

Consumer Discretionary

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 4/19/2022 close) 

 

-20% 0% 20% 40%

US Corporate Bond

Growth

US Government Bond

Emerging Markets ($)

Emerging Markets (local currency)

Foreign Developed ($)

Small Cap

US High Yield

Large Cap

Mid Cap

Foreign Developed (local currency)

Real Estate

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 

 

April 14, 2022 
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P/E as of 4/13/2022 = 20.70x

 
 

 

Based on our methodology,1 the current P/E is 21.0x, down 0.4x from last week.  Lower index 

values and higher earnings lowered the multiple. 
 

 

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. 


