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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 21, 2022—9:30 AM EDT] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 index is currently up 1.4% from its prior close. In Asia, the MSCI 

Asia Apex 50 closed down 0.9%. Chinese markets were lower, with the Shanghai Composite 

down 2.3% from the prior day and the Shenzhen Composite down 3.1%.  U.S. equity index 

futures are signaling a higher open. With 69 companies having reported, the S&P 500 Q1 2022 

earnings stand at $52.40, lower than the $54.70 forecast for the quarter. The forecast reflects a 

4.7% increase from Q1 2021 earnings. Thus far this quarter, 73.9% of the companies have 

reported earnings above forecast, while 20.3% 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 (4/21/2022):  We take a look at the natural gas market. 

• 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) 

 

Good morning! Today's report opens with a discussion of the growing division within Russia 

over its invasion of Ukraine and what it could mean for emerging markets. Next, we briefly 

discuss other international news stories and close with our pandemic coverage. 

Russian President Vladimir Putin declared victory in Mariupol. Russian troops have trapped the 

remaining Ukrainian soldiers in an industrial complex. Putin has stopped troops from entering 

the area to protect Russian soldiers from further harm, preferring to starve the holdouts. Ukraine 

has not officially surrendered the city, although it does seem to be a formality at this point. A win 

in Mariupol could help boost country morale after Russian soldiers failed to achieve their 

original objective to seize Kyiv. This could potentially buy Putin more time as he seeks to rebut 

growing criticism regarding his handling of the Ukraine conflict.  

 

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_4_11_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_21_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_21_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q122.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Apr_18_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.npr.org/2022/04/21/1093977767/relentless-attacks-pound-last-defenders-holed-up-in-mariupol
https://www.axios.com/ukraine-offers-russia-mariupol-evacuation-talks-d60b86a7-6f53-4945-bc60-f82c852db78f.html
https://www.axios.com/ukraine-offers-russia-mariupol-evacuation-talks-d60b86a7-6f53-4945-bc60-f82c852db78f.html
https://www.reuters.com/world/middle-east/new-surrender-deadline-mariupol-west-promises-ukraine-more-arms-2022-04-19/
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Putin’s decision to invade Ukraine appears to be driving divisions within Russia. A report from 

Bloomberg suggests Russian elites are becoming more alarmed by the growing toll the war is 

taking on the economy. The report states that elites not only believe Russian President Vladimir 

Putin’s plan is failing, but they suspect he could resort to using targeted nuclear weapons if the 

mission doesn’t soon prove to be successful. Putin’s increased isolation has also been a cause for 

concern. It appears he has surrounded himself by hardliners who either accept his view that he 

had no choice but to invade or are reluctant to challenge him. However, that does not mean Putin 

doesn’t have any support. Russian troops riding through Ukraine have been photographed 

waving the Russian flag. Although these instances are isolated, it suggests lower-level officials 

hope the war in Ukraine will lead Russia to reassert itself as a regional power.   

The division within Russia should not be surprising. During times of war, the capitalist class’s 

interest does not always line up perfectly with the government. In the book The Predictioneer’s 

Game by Bruce Bueno de Mesquita, the author argues that the reluctance of the elites in Greece 

to offer their best horses for the war efforts was a key reason the Spartans were defeated by the 

much smaller and less sophisticated Thebes. A modern-day version of this happening in Russia 

can be seen in the withdrawal of foreign currency from Russian banks following the Ukraine 

invasion. Thus, the perceived lack of loyalty could explain why Putin may be suspicious of 

wealthy individuals who criticize his decision to go to war.  Another reason for the division 

could be related to differing experiences. While capital holders have been forced to back the war 

effort at a great financial cost, workers have been able to stay on their employers’ payrolls, even 

when the company has pulled out of the country. The divide between upper and lower classes is 

likely a signal that the low morale among Russians caused by the war may be higher than we 

have anticipated in recent weeks. If true, we suspect Putin will probably do more to promote his 

military capabilities to silence his critics and build public support.  

That being said, it is becoming increasingly difficult for Putin to hide the fact that his country is 

becoming a pariah nation. More countries are deciding to distance themselves from Russia as 

they seek to remain in the U.S.’s good graces. Israel, a country with strong ties to Moscow, is 

now providing military equipment to Ukrainian soldiers. Additionally, Putin complained to the 

WTO that his country has been unable to secure key materials because of sanctions. A boycott of 

Russian petroleum has forced Russia to reduce its output from 11.06 mbpd in March to 10.11 

mbpd as of April 19.  As the country slowly accepts its pariah status, we notice increased saber-

rattling. In a show of strength, Russia launched an ICBM on Wednesday. The launch signals that 

as the country moves away from global integration, it will look to use its military as a 

propaganda tool.  

In our assessment, the Russian invasion could give insights into how other authoritarian 

governments could respond if they are forced to distance themselves from the West. Putin's 

insistence that capital holders absorb all costs of the war in the name of patriotism is a strong 

narrative, especially in a country with great inequality. Furthermore, we also expect more 

displays of his country’s military capabilities. If other countries move in this direction, it 

suggests market conditions are becoming increasingly less favorable to equities in emerging 

markets, particularly in Europe.  

https://www.bloomberg.com/news/articles/2022-04-20/putin-s-war-in-ukraine-has-russian-elites-fearing-global-isolation?sref=uIvt3NFS
https://observers.france24.com/en/europe/20220311-ukraine-ussr-soviet-flag-russia-troops?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://observers.france24.com/en/europe/20220311-ukraine-ussr-soviet-flag-russia-troops?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.amazon.com/Predictioneers-Game-Brazen-Self-Interest-Future/dp/081297977X
https://www.amazon.com/Predictioneers-Game-Brazen-Self-Interest-Future/dp/081297977X
https://www.reuters.com/business/finance/panicked-russians-withdrew-98-bln-fx-banks-march-2022-04-20/
https://www.ft.com/content/8224f945-fe95-4060-a440-9016b48c364d
https://www.ft.com/content/8224f945-fe95-4060-a440-9016b48c364d
https://www.axios.com/israel-send-helmets-body-armor-ukraine-ae684888-7806-47b0-aaf9-e972ed81b938.html
https://www.reuters.com/world/russia-update-its-strategy-world-trade-organization-amid-sanctions-says-putin-2022-04-20
https://www.energyintel.com/00000180-29c3-d749-a996-2de72dfc0000
https://www.energyintel.com/00000180-29c3-d749-a996-2de72dfc0000
https://www.reuters.com/world/europe/russia-tests-new-intercontinental-ballistic-missile-2022-04-20/
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● Russia may be forced to default on its debt after an industry body overseeing 

credit default swaps ruled the Kremlin failed to meet its debt obligation when it 

decided to repay its loans using rubles instead of dollars.  

● The Russian defense ministry has taken steps to make it difficult to discern the 

number of wartime casualties. The department has proposed having families of 

soldiers who have died during the war apply for compensation directly with the 

military. This additional step is designed to make soldiers' deaths a secret in order 

to maintain support for the war.  

● At the G-20 meeting, Western officials walked out when the Russian foreign 

minister spoke. The walkout is another example of the West isolating Russia 

following the Kremlin’s decision to invade Ukraine. It is further evidence that 

economic ties between the West and Russia will likely not be restored any time 

soon.  

 

International news 

• The European Central Bank is expected to raise rates in the second half of the year. The 

central bank aims to start rate hikes following the end of its bond purchasing program in 

June.  

• United States Defense Secretary Lloyd Austin is set to have a phone call with his Chinese 

counterpart on Thursday. The two are expected to discuss China’s support for Russia as 

well as other issues. 

• Last night, French President Emmanuel Macron and challenger Marine Le Pen debated 

each other on national television. Polls suggest viewers were more persuaded by Macron. 

At this time, we suspect Macron is going to win Sunday’s run-off election. However, if 

Le Pen pulls off an upset, her victory will likely not be taken well by equities. She has 

advocated for France’s withdrawal from NATO and has built her reputation on being 

Eurosceptic.  

COVID-19: The number of reported cases is 506,793,550 with 6,207,183 fatalities.  In the U.S., 

there are 80,801,505 confirmed cases with 990,206 deaths. For illustration purposes, the FT has 

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

metrics. The CDC reports that 719,789,345 doses of the vaccine have been distributed, with 

570,485,199 doses injected. The number receiving at least one dose is 256,935,026, while the 

number of second doses is 219,047,079, and the number of the third dose, granting the highest 

level of immunity, is 99,663,805 The FT has a page on global vaccine distribution.   

• The CDC requested that the Department of Justice appeal a federal judge’s decision to 

remove mask mandates on public transportations. The request comes amidst growing 

concerns of another wave of cases hitting the country.  

• Hong Kong is looking to ease COVID-19 restrictions as the number of cases continues to 

fall. Disneyland and other tourist attractions were allowed to reopen. However, Shanghai 

is still experiencing rising COVID-19 cases. On Wednesday, the death toll rose to 25.   

 

 

https://www.wsj.com/articles/russia-comes-closer-to-default-over-debt-payments-in-rubles-11650481207
https://www.reuters.com/world/europe/russia-defence-ministry-seeks-greater-secrecy-military-deaths-ukraine-2022-04-20/
https://www.reuters.com/world/europe/russia-defence-ministry-seeks-greater-secrecy-military-deaths-ukraine-2022-04-20/
https://www.axios.com/yellen-g20-walkout-financial-diplomacy-69f9a6cc-4e64-4897-b7a3-8674c8da871b.html
https://www.axios.com/yellen-g20-walkout-financial-diplomacy-69f9a6cc-4e64-4897-b7a3-8674c8da871b.html
https://www.bloomberg.com/news/articles/2022-04-20/ecb-s-nagel-says-rate-hike-early-in-third-quarter-is-possible?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-04-20/ecb-s-nagel-says-rate-hike-early-in-third-quarter-is-possible?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-04-20/u-s-china-defense-officials-hold-rare-phone-call-wednesday?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-04-20/u-s-china-defense-officials-hold-rare-phone-call-wednesday?srnd=premium&sref=uIvt3NFS
https://www.wsj.com/articles/frances-macron-and-le-pen-clash-during-presidential-debate-11650496045
https://www.wsj.com/articles/frances-macron-and-le-pen-clash-during-presidential-debate-11650496045
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
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.axios.com/us-officials-visit-israel-palestine-calm-jerusalem-2302cf97-3b11-4360-8f1e-e128044dabfd.html
https://www.axios.com/us-officials-visit-israel-palestine-calm-jerusalem-2302cf97-3b11-4360-8f1e-e128044dabfd.html
https://abcnews.go.com/Health/wireStory/hong-kong-disney-opens-covid-eases-shanghai-deaths-84211163
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U.S. Economic Releases  

 

Initial applications for unemployment benefits in the week ended April 16 fell to a seasonally 

adjusted 184K from a revised 186K in the previous week. The figure wasn’t quite as low as the 

expected level of 180K, but it was still low enough to suggest that today’s labor shortage is 

keeping employers reluctant to lay off workers. The same message comes from the four-week 

moving average of initial claims, which helps smooth out some of the volatility in the series.  

The four-week moving average rose to 177.25K in the latest week, but that was still one of its 

lowest levels in decades. Meanwhile, continuing jobless claims in the week ended April 9 fell to 

1.417M, well below both the anticipated level of 1.459M and the previous week’s level of 

1.475M. The chart below shows the trend of initial jobless claims since just before the prior 

recession.  The chart is truncated for much of the pandemic period because of the extremely high 

claims in those months. 

 

 
 

To provide more detail on the most recent period, the chart below shows how initial jobless 

claims have changed just since the beginning of 2021. 
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Separately, the Philadelphia FRB said its April Business Outlook Index fell to a seasonally 

adjusted 17.6, well short of both the expected reading of 21.4 and the March reading of 27.4.  

Since this index is designed so that positive readings reflect expanding activity, the April figure 

suggests manufacturing in the mid-Atlantic region is still rising, but it has slowed from earlier in 

the spring.  The chart below shows how the Philly Fed Index has fluctuated since just before the 

previous recession. 

 

 
 

The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 

 

 
 

Foreign Economic News 
 

EST Indicator Expected Prior Rating

10:00 Leading Economic Indicators m/m Mar 0.3% 0.3% ***

EST Speaker or Event

13:00 Jerome Powell Participates in IMF Panel on the Global Economy Chairman of the Board of Governors

Economic Releases

Federal Reserve

District or Position
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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. 

 

 
 

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 Machine tool orders y/y Mar F 30.0% 30.2% ** Equity and bond neutral

New Zealand CPI y/y Q1 6.9% 5.9% 7.1% ** Equity and bond neutral

South Korea PPI y/y Mar 8.8% 8.5% ** Equity bearish, bond bearish

EUROPE

Eurozone CPI y/y Mar F 7.4% 7.5% 7.5% *** Equity bullish, bond bearish

Core CPI y/y Mar F 2.4% 3.0% 3.0% ** Equity bullish, bond bearish

France Business Confidence m/m Apr 106 107 105 ** Equity bullish, bond bearish

Manufacturing Confidence m/m Apr 108 106 104 * Equity bullish, bond bearish

Switzerland M3 Money Supply y/y Mar 0.6% 1.0% ** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 110 106 4 Up

3-mo T-bill yield (bps) 77 81 -4 Neutral

TED spread (bps) 33 26 7 Widening

U.S. Sibor/OIS spread (bps) 96 91 5 Up

U.S. Libor/OIS spread (bps) 100 96 4 Up

10-yr T-note (%) 2.87 2.83 0.04 Up

Euribor/OIS spread (bps) -48 -47 -1 Neutral

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Down Down

Pound Down Down

Franc Down Down
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Weather 
 

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

Northwest, the Upper Midwest, and the Northeast, with warmer-than-normal temperatures in the 

Southwest and Florida. The forecasts call for wetter-than-normal temperatures throughout the 

Pacific Northwest and the Southeast, with dry conditions in the Rocky Mountains and the 

Mississippi Valley.   

Price Prior Change Explanation

Brent $108.03 $106.80 1.15%

WTI $103.09 $102.19 0.88%

Natural Gas $6.97 $6.94 0.49%

Crack Spread $39.49 $44.72 -11.69%

12-mo strip crack $29.84 $31.55 -5.42%

Ethanol rack $2.89 $2.87 0.86%

Metals

Gold $1,938.05 $1,957.77 -1.01%

Silver $24.59 $25.20 -2.45%

Copper contract $470.10 $467.55 0.55%

Grains

Corn contract $807.00 $810.00 -0.37%

Wheat contract $1,090.50 $1,097.50 -0.64%

Soybeans contract $1,719.50 $1,717.00 0.15%

Shipping

Baltic Dry Freight 2,142            2,115            27

Actual Expected Difference

Crude (mb) -8.0 3.0 -11.0

Gasoline (mb) -0.8 -1.1 0.3

Distillates (mb) -2.7 -0.8 -1.9

Refinery run rates (%) 1.0% 0.5% 0.5%

Natural gas (bcf) 39.0

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 4/20/2022 close) 

 

-20% 0% 20% 40% 60%

Communication Services

Technology

Consumer Discretionary

S&P 500

Industrials

Financials

Real Estate

Healthcare

Materials

Consumer Staples

Utilities

Energy

YTD Total Return

-5.0% -4.0% -3.0% -2.0% -1.0% 0.0% 1.0% 2.0%

Communication Services

Consumer Discretionary

Technology

S&P 500

Energy

Industrials

Materials

Financials

Utilities

Healthcare

Consumer Staples

Real Estate

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 4/20/2022 close) 

 

-20% -10% 0% 10% 20% 30% 40%

Growth

US Corporate Bond

Emerging Markets ($)

US Government Bond

Emerging Markets (local currency)

Small Cap

Foreign Developed ($)

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 21, 2022 
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P/E as of 4/20/2022 = 20.70x

 
 

 

Based on our methodology,1 the current P/E is 20.7x, down 0.3x from last week.  Lower index 

values 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. 


