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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: August 1, 2022—9:30 AM EDT] Global equity markets are mixed this morning. In 

Europe, the Euro Stoxx 50 is currently up 0.3% from its prior close. In Asia, the MSCI Asia 

Apex 50 Index closed down 0.6%. Chinese markets were higher, with the Shanghai Composite 

up 0.2% from its prior close and the Shenzhen Composite up 1.0%.  U.S. equity index futures are 

signaling a lower open.  With 279 companies having reported, the S&P 500 Q2 2022 earnings 

stand at $57.30, higher than the $55.26 forecast for the quarter. The forecast reflects a 4.3% 

increase from Q2 2021 earnings. Thus far this quarter, 74.9% 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 (7/18/2022) (with associated podcast): “The Pandemic's 

Impact on Inequality” 

• Weekly Energy Update (7/28/2022): We take a look at the number of licensed drivers in 

the U.S. and comment on the new EU plan to restrain natural gas demand.   We also 

update weather events, including usually heavy rainfall here in St. Louis this week.   

• Asset Allocation Quarterly – Q3 2022 (7/19/2022): Discussion of our asset allocation 

process, Q3 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (7/25/2022) (with associated podcast): “The Puzzle of the 

Labor Force” 

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

• Current Perspectives: “2022 Outlook: Update #2 – The Tails Become Fatter” 

(7/12/2022) 

• Charts Worth Noting:  The Eurodollar futures markets are now discounting policy easing.   

 

Our Comment today opens with an update on the Russia-Ukraine war, including details on the 

first shipment of grain from a Ukrainian port under the recent Turkish-brokered deal for safe 

passage of food exports from the country.  We next review a wide range of other international 

and U.S. developments with the potential to affect the financial markets today. 

 

Russia-Ukraine: With Ukrainian forces apparently ramping up their counteroffensive against 

Russian occupiers in the southern Ukrainian city of Kherson, leaders in Moscow continue to face 

the dilemma of whether to transfer troops from the occupied Donbas region to reinforce the city.  

 

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_07_18_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_July_28_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_July_28_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_July_28_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_July_28_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q322.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Jul_25_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_Update2_Jul2022.pdf
https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://www.wsj.com/articles/war-ukraine-russia-kherson-11659281575
https://www.wsj.com/articles/war-ukraine-russia-kherson-11659281575
https://www.wsj.com/articles/russia-redeploys-troops-in-ukraine-as-focus-of-conflict-turns-south-11659352602
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The latest reporting suggests that the Russians may be trying to squirm out of that dilemma by 

launching new attacks from the Donbas region westward toward the major Ukrainian city of 

Kharkiv.  That attack has the potential to draw Ukrainian forces northward to help defend it, 

weakening their attacks on Kherson, but it is not at all clear whether the Russians have enough 

resources to truly threaten Kharkiv and draw the Ukrainians into that battle. 

 

 
 

• To the surprise of many who thought Moscow would scuttle the recent Turkish-brokered 

deal to allow safe passage for Ukrainian grain shipments, today a Sierra Leone-flagged 

bulk carrier left Odessa with 26,000 metric tons of corn headed toward Lebanon.  More 

ships are expected to depart in the coming days, including many which were loaded 

before the Russian invasion began in February. 

o The flow of Ukrainian wheat, corn, barley, and other food products, which mostly 

go to less-developed countries, has helped push grain prices lower so far today. 

https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-july-31
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-july-31
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-july-31
https://www.wsj.com/articles/ukraine-grain-shipment-departs-for-first-time-since-russian-invasion-11659338763?mod=hp_lead_pos1
https://www.wsj.com/articles/wheat-prices-fall-after-russia-ukraine-deal-11658509561
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o Nevertheless, it is still too early to know whether Moscow will allow continued 

shipments.  The renewed exports, therefore, may not have a significant impact on 

global markets in the near term. 

• Separately, tensions between Serbia and Kosovo are rising, potentially as a result of the 

Russia-Ukraine war or Russian efforts to divert attention away from it.  The discord has 

prompted the NATO-led KFOR peacekeeping program to say it will intervene if 

necessary to keep the tensions under control 

 

United Kingdom: In the race to succeed Boris Johnson as Conservative Party leader and prime 

minister, Foreign Minister Liz Truss and Former Chancellor Rishi Sunak continue to hammer 

each other over tax policy.  In recent days, Truss, who remains the odds-on favorite to win the 

race, has pilloried Sunak for his effort to control the government budget deficit by hiking taxes. 

• With her insistence that such “stale economic orthodoxy” has hurt the British economy, 

Truss underscores how today’s populist, more conservative leaders are abandoning the 

right’s traditional belief in balanced budgets and austerity when necessary. 

• We see similar tendencies in other populist, more conservative leaders elsewhere in the 

world as well.   

 

Chinese Foreign Policy: Many people are now familiar with President Xi’s “Belt and Road 

Initiative,” which aims to build Chinese influence around the world by providing capital for 

infrastructure projects, but it’s now becoming clear that Xi intends to supplement this economic 

program with his newly announced “Global Security Initiative.”  Under the program, Beijing 

offers military training, intelligence sharing, and joint counterterrorism activities to developing 

countries, ostensibly to build their own independent defense capabilities and avoid Western 

sanctions. 

• In a letter to the China-Africa Peace and Security Forum last week, Xi urged African 

countries to support the GSI.  In May, the GSI also managed to gain the support of 

leaders from the Latin American countries of Nicaragua and Uruguay.  China’s recent 

effort to build security links with island countries in the Western Pacific Ocean are 

probably also related to the effort. 

• We suspect that the GSI will be an increasingly important part of China’s effort to build 

comprehensive influence around the world.  In turn, that’s likely to exacerbate the current 

U.S.-China geopolitical competition, with all its negative implications for the global 

economy and financial markets. 

 

Chinese Economy: As shown in the data tables below, China’s official purchasing managers’ 

index for manufacturing fell to a seasonally adjusted 49.0 in July, missing expectations that it 

would rise to 50.3 from its reading of 50.2 in June.  Like most major PMIs, the Chinese one is 

designed so that readings below 50.0 point to contracting activity.  Separately, a private housing 

data provider said that July home sales by the country’s top 100 developers were down 39.7% 

from the same month one year earlier. 

• The figures suggest that the Chinese economy is recovering only slowly and fitfully from 

the government’s spring COVID-19 lockdowns. 

https://twitter.com/disclosetv/status/1553855204923162625?s=12&t=D7Hmpavy8nuYjDsBcXUigg
https://www.ft.com/content/8e494399-ca8c-46b2-b2f5-3284095f5878
https://www.ft.com/content/8e494399-ca8c-46b2-b2f5-3284095f5878
https://www.scmp.com/news/china/diplomacy/article/3175416/chinas-foreign-minister-promotes-president-xis-transcendent?module=inline&pgtype=article
https://www.scmp.com/news/china/diplomacy/article/3175416/chinas-foreign-minister-promotes-president-xis-transcendent?module=inline&pgtype=article
https://www.scmp.com/news/china/diplomacy/article/3187151/china-using-its-new-global-security-initiative-build-military?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220731&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3187187&article_id_list=3187205,3187193,3187093,3187192,3187151,3187187,3187210,3187194&tc=19&CMCampaignID=90f9ededbdb3d9a1ec7d969c2b476e70
https://www.scmp.com/news/china/diplomacy/article/3187151/china-using-its-new-global-security-initiative-build-military?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220731&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3187187&article_id_list=3187205,3187193,3187093,3187192,3187151,3187187,3187210,3187194&tc=19&CMCampaignID=90f9ededbdb3d9a1ec7d969c2b476e70
https://www.scmp.com/news/china/diplomacy/article/3178717/china-drums-support-global-security-push-latin-america-us?module=inline&pgtype=article
https://www.scmp.com/news/china/diplomacy/article/3178717/china-drums-support-global-security-push-latin-america-us?module=inline&pgtype=article
https://www.wsj.com/articles/chinas-stumbling-manufacturing-property-sectors-show-long-road-to-recovery-11659281264?mod=article_inline
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• Naturally, weaker demand growth in China will likely weigh on global economic activity 

and financial markets. 

 

China-United States: Despite China’s effort last week to forestall the U.S. delisting of Chinese 

firms that don’t meet U.S. auditing disclosure standards, the SEC on Friday said internet giant 

Alibaba (BABA, $89.37) has been put on a list of firms scheduled to be kicked off U.S. stock 

exchanges in the coming years.  More than 150 Chinese firms are now on that list, prompting 

Hong Kong Financial Secretary Paul Chan to warn that the financial center should prepare for a 

“worst case” scenario in which U.S.-China relations rupture definitively.  The situation 

underscores the regulatory risk faced by Chinese companies trading on U.S. exchanges. 

 

U.S. Fiscal Policy: West Virginia Senator Joe Manchin, who last week struck a deal to support 

the Democrats’ new “Inflation Reduction Act,” insisted the corporate tax hikes in his party’s bill 

would merely close loopholes and not unduly weigh on corporate investment, as Republicans 

have charged. 

• Besides using some $300 billion from the tax hikes to cut the U.S. budget deficit, the bill 

would allocate $369 billion toward green initiatives and energy reforms, and $64 billion 

to shore up the Affordable Care Act. 

• The Senate is due to take up the legislation next week before Congress leaves 

Washington for its August recess. 

 

U.S. Labor Market: Boeing (BA, $159.31) has, at least temporarily, averted a strike which was 

due to start this afternoon at its defense-related plants in the St. Louis area.  Early this morning, 

the company offered last-minute contract concessions related to changes it wanted to make to 

unionized workers’ 401(k) plans.  The new contract will be subject to a union vote on 

Wednesday. 

• Even if the new contract is approved, however, we still believe the dispute and threatened 

strike show how today’s tight labor market has emboldened workers and given them 

increased bargaining power to demand better pay, benefits, and working conditions. 

• If it lasts long enough, the increased worker leverage will likely increase costs for 

companies and weigh on profit margins, potentially dragging down stock prices. 

 

U.S. Apartment Market: In more positive news for inflation, a private data firm says U.S. 

apartment rents in the second quarter were up “just” 9.4% year-over-year, cooling from annual 

increases of more than 11.0% in each of the two previous quarters.  The firm projects that rental 

rates will continue this trend through the coming months.  Moderating rents will help lower the 

overall reported inflation rate, although only with a long lag. 

 

U.S. Economic Releases  
 

There were no economic releases prior to the publication of this report. The table below shows 

the economic releases and/or Federal Reserve events scheduled for the rest of the day. 

 

https://www.scmp.com/tech/big-tech/article/3187148/alibaba-added-watch-list-chinese-firms-facing-expulsion-us-exchanges?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220730&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3187071&article_id_list=3187104,3187038,3187128,3187148,3187071,3187105,3187155,3187154&tc=18&CMCampaignID=9cb0210f72cefa12595fa85b82476c47
https://www.scmp.com/tech/big-tech/article/3187148/alibaba-added-watch-list-chinese-firms-facing-expulsion-us-exchanges?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220730&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3187071&article_id_list=3187104,3187038,3187128,3187148,3187071,3187105,3187155,3187154&tc=18&CMCampaignID=9cb0210f72cefa12595fa85b82476c47
https://www.scmp.com/news/hong-kong/hong-kong-economy/article/3187177/hong-kong-must-brace-geopolitical-worst-case?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220731&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3187147&article_id_list=3187177,3187147,3187161,3187148,3187097,3187160,3187155,3187154&tc=4&CMCampaignID=982f5289258ec85c9f1d0ba2ef98aa52
https://www.scmp.com/news/hong-kong/hong-kong-economy/article/3187177/hong-kong-must-brace-geopolitical-worst-case?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220731&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3187147&article_id_list=3187177,3187147,3187161,3187148,3187097,3187160,3187155,3187154&tc=4&CMCampaignID=982f5289258ec85c9f1d0ba2ef98aa52
https://www.ft.com/content/38c59868-b518-4940-a3b7-eb36f6dfc888
https://www.ft.com/content/38c59868-b518-4940-a3b7-eb36f6dfc888
https://www.wsj.com/articles/boeing-makes-new-offer-to-st-louis-area-workers-delaying-strike-11659221964
https://www.wsj.com/articles/boeing-makes-new-offer-to-st-louis-area-workers-delaying-strike-11659221964
https://www.wsj.com/articles/apartment-rents-begin-tapering-off-after-record-growth-11659301974?mod=hp_lead_pos11
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Charts Worth Noting  

We use the implied LIBOR three-month rate from the sixth deferred quarterly contract of the 

Eurodollar futures to gain insights into the market’s expectations surrounding monetary policy.  

Beginning in early July, we began to see a shift in the market’s expectations to policy easing; 

those expectations accelerated after the recent FOMC meeting. 

 

 

In April, the Eurodollar futures were suggesting that the FOMC was expected to raise rates.  

Even as the policy rate rose steadily, the financial markets were expecting further tightening.  

But no more; in early July, the Eurodollar futures began building in an end to tightening.  That 

projecting has increased, and the market is now expecting an easing of approximately 75 bp to 

100 bp.   

 

We don’t know for sure if the financial markets have gotten this right.  The FOMC usually 

doesn’t end a tightening cycle without the target rate exceeding the inflation rate.  But part of the 

rally seen in equities, Treasuries, gold, and the weakness seen in the dollar is tied to projections 

that the FOMC is close to ending this tightening cycle.  If the committee surprises the markets by 

tightening more than expected a reversal in recent trends is likely. 

 

 

EST Indicator Expected Prior Rating

10:00 S&P Global US Manufacturing PMI m/m Jul 52.3 52.3 ***

10:00 Construction Spending m/m Jun 0.2% -0.1% **

10:00 ISM Manufacturing m/m Jul 52.0 53.0 ***

10:00 ISM Prices Paid m/m Jul 73.5 78.5 **

10:00 ISM New Orders m/m Jul 49.0 49.2 **

10:00 ISM Employment m/m Jul 48.2 47.3 **

Economic Releases

Federal Reserve

No Fed speakers or events for the rest of today
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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. 
 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Jibun Bank Manufacturing PMI m/m Jul 52.1 52.2 *** Equity and bond neutral

Vehicle Sales y/y Jul -13.4% -15.8% ** Equity bullish, bond bearish

New Zealand Building Permits m/m Jun -2.3% -0.5% *** Equity bearish, bond bullish

South Korea S&P Manufacturing PMI m/m Jun 49.8 51.3 *** Equity bearish, bond bearish

Trade Balance m/m Jul -4.670b -$2.470b -$2.575b * Equity bearish, bond bullish

Exports y/y Jul 9.4% 5.4% 5.2% *** Equity bullish, bond bearish

Imports y/y Jul 21.8% 19.4% 22.7% ** Equity and bond neutral

China Manufacturing PMI m/m Jul 49.0 50.2 50.3 *** Equity bearish, bond bearish

Non-Manufacturing PMI m/m Jul 53.8 54.7 53.9 ** Equity and bond neutral

Composite PMI m/m Jul 52.5 54.1 * Equity bearish, bond bullish

Caixin China PMI Mfg m/m Jul 50.4 51.5 51.7 * Equity bearish, bond bullish

India S&P Manufacturing PMI m/m Jul 56.4 53.9 ** Equity bullish, bond bearish

EUROPE

Eurozone S&P Manufacturing PMI m/m Jul 49.8 49.6 49.6 *** Equity and bond neutral

Unemployment Rate m/m Jun 6.6% 6.6% 6.6% ** Equity and bond neutral

Germany S&P/BME Manufacturing PMI m/m Jul 49.3 49.2 49.2 *** Equity and bond neutral

Retail Sales y/y Jun -9.8% 0.4% 1.1% * Equity bearish, bond bearish

France S&P Manufacturing PMI m/m Jul 49.5 49.6 49.6 *** Equity bearish, bond bullish

Italy S&P Manufacturing PMI m/m Jul 48.5 50.9 49.0 *** Equity bearish, bond bullish

Italy Unemployment Rate m/m Jun 8.1% 8.1% 8.2% ** Equity and bond neutral

UK S&P/CIPS Manufacturing PMI m/m Jul 52.1 52.2 52.2 *** Equity and bond neutral

Russia S&P Manufacturing PMI m/m Jul 50.3 50.9 51.0 *** Equity and bond neutral

AMERICAS

Mexico S&P Manufacturing PMI m/m Jul 48.5 52.2 *** Equity bearish, bond bearish
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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 warmer-than-normal temperatures throughout 

the entire eastern two-thirds of the country, with cooler-than-normal temperatures only in the 

Pacific Northwest and Southwest.  Wetter-than-normal conditions are expected throughout the 

Rocky Mountain region, with dry conditions expected in the Great Plains and Midwest. 

 

In the Gulf Coast, Caribbean, and Atlantic Ocean areas, no tropical storm activity is expected 

within the next 48 hours.

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 279 278 1 Up

3-mo T-bill yield (bps) 229 232 -3 Up

TED spread (bps) 50 46 4 Widening

U.S. Sibor/OIS spread (bps) 256 255 1 Up

U.S. Libor/OIS spread (bps) 260 260 0 Up

10-yr T-note (%) 2.65 2.65 0.00 Up

Euribor/OIS spread (bps) 23 27 -4 Neutral

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Up Down

Pound Up Down

Franc Up Down

Price Prior Change Explanation

Brent $102.71 $103.97 -1.21%

WTI $96.99 $98.62 -1.65%

Natural Gas $7.98 $8.23 -3.09%

Crack Spread $37.83 $37.79 0.09%

12-mo strip crack $30.63 $30.63 0.01%

Ethanol rack $2.85 $2.85 -0.19%

Metals

Gold $1,772.16 $1,765.94 0.35%

Silver $20.41 $20.36 0.24%

Copper contract $357.85 $357.35 0.14%

Grains

Corn contract $605.25 $620.00 -2.38%

Wheat contract $793.50 $807.75 -1.76%

Soybeans contract $1,445.25 $1,468.50 -1.58%

Shipping

Baltic Dry Freight 1,895            1,945            -50

Energy Markets
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Data Section 
 

U.S. Equity Markets – (as of 7/29/2022 close) 

 

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

Communication Services

Consumer Discretionary

Technology

Real Estate

Financials

Materials

S&P 500

Industrials

Healthcare

Consumer Staples

Utilities

Energy

YTD Total Return

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

Consumer Staples

Healthcare

Communication Services

Real Estate

Utilities

Materials

Financials

S&P 500

Technology

Industrials

Consumer Discretionary

Energy

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 7/29/2022 close) 

 

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

Growth

Emerging Markets ($)

Small Cap

Foreign Developed ($)

Emerging Markets (local currency)

Large Cap

US Corporate Bond

Real Estate

Mid Cap

US High Yield

US Government Bond

Value

Foreign Developed (local currency)

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 

 

July 28, 2022 

 

 
 

Based on our methodology,1 the current P/E is 17.6x, up 0.1x from last week.  The rise in the P/E 

is due higher equity prices. 
 

 

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 (Q4 and Q1) and two estimates (Q2 and Q3). 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. 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 7/27/2022 = 17.6x


