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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 31, 2022—9:30 AM EDT] Global equity markets are generally lower this 

morning. In Europe, the Euro Stoxx 50 is currently down 0.9% from its prior close. In Asia, the 

MSCI Asia Apex 50 Index closed up 0.7%. Chinese markets were lower, with the Shanghai 

Composite down 0.8% from its prior close and the Shenzhen Composite down 2.0%. U.S. equity 

index futures are signaling a flat open. With 489 companies having reported, the S&P 500 Q2 

2022 earnings stand at $57.40, higher than the $55.26 forecast for the quarter. The forecast 

reflects a 4.3% increase from Q2 2021 earnings. Thus far this quarter, 76.3% of the companies 

have reported earnings above forecast, while 19.4% 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 (8/29/2022) (with associated podcast): “Agricultural 

Commodities in the Evolving Geopolitical Blocs” 

• Weekly Energy Update (8/25/2022): We discuss the continuing negotiations over the Iran 

nuclear deal, drought conditions and their ramifications across the Northern Hemisphere, 

comments from OPEC+ about cutting output, and this week’s storage data.   

• 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 Q3 2022 Rebalance Presentation (8/4/2022): Video presentation 

featuring the Asset Allocation Committee as they review our asset allocation strategies, 

recent portfolio changes, and the current macro environment 

• Asset Allocation Bi-Weekly (8/22/2022) (with associated podcast): “The Inflation 

Surprise” 

• Confluence of Ideas podcast (8/9/2022): “The 2022 Outlook: Update #2” 

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

(7/12/2022)   

 

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

Ukraine’s new counteroffensive to push the Russians out of the southern city of Kherson.  We 

next review a wide range of other international and U.S. developments with the potential to 

affect the financial markets today, including a potentially dangerous new commitment by Taiwan 

to defend itself against Chinese military incursions.  We wrap up with a few additional words on 
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the stock market’s reaction to Federal Reserve Chair Powell’s hawkish speech last Friday in 

Jackson Hole. 

 

Russia-Ukraine:  The Ukrainian counteroffensive to push the Russians out of the southern 

Ukrainian city of Kherson continues with ground forces pushing against the Russians’ front lines 

and long-range missiles and artillery attacking their ammunition depots, troop concentrations, 

and lines of communication far behind the lines.  Meanwhile, the Russians are trying to reinforce 

their most vulnerable defensive positions by ratcheting down their offensives in the northeastern 

Donbas region and redeploying their best and most experienced troops southward toward the 

Kherson battlefield.  We believe it is far too early to gauge the success and likely outcome of the 

Ukrainians’ counterattack.  Indeed, their methodical approach to the offensive so far suggests it 

could play out over an extended period.  We may not know the true outcome of the offensive for 

several weeks. 

• Retaking Kherson would provide major military, economic, and political benefits to 

Kyiv.  For example, seizing the city and pushing the Russians out of the region would 

reduce the Kremlin’s control over Ukraine’s coastline and could help reopen Ukraine’s 

trade flows through the Black Sea.  A victory would also help convince Western 

governments to keep supporting Ukraine in the fight. 

• Separately, U.S. officials stated that Russia has picked up the first shipments of what 

could be dozens of Iranian drones designed to attack radars, artillery pieces, and other 

military targets.  The drones are part of a recent deal to help Russia in its war with 

Ukraine.  However, Russian tests have reportedly discovered that the drones malfunction 

frequently and may not be very effective in Ukraine’s congested battle space in which 

Ukraine is fielding many modern, sophisticated weapons provided by the West. 

• Finally, as anticipated, Russia has once again shut off natural gas shipments through its 

Nord Stream 1 pipeline to Western Europe, ostensibly for “maintenance.”  European 

officials remain in the dark as to whether the shipments will truly resume on Saturday as 

the Russians say.  The move has boosted European gas prices by another 5.5% so far this 

morning. 

 

Russia:  Mikhail Gorbachev, the former leader of the Soviet Union whose efforts to reform the 

Communist state led to its dissolution, died yesterday in Moscow at the age of 91.  Although 

Gorbachev was instrumental in ending the Cold War and bringing down the USSR peacefully, he 

remained vilified by many in Russia because of the economic chaos the breakup caused in the 

early 1990s. 

 

European Bond Market:  Based on the Bloomberg Pan-European Aggregate Total Return 

Index, Europe’s market for high-grade government and corporate debt was down 5.3% for the 

month through yesterday, putting it on track to post its worst month since 1999.  As in the U.S., 

bonds in Europe have been hammered by rapid consumer price inflation, aggressive interest-rate 

hikes by central banks, and fears of impending recessions. 

• Coupled with the downtrend in stock values so far this year, the fall in bond values has 

illustrated how the traditional portfolio benchmark of 60% stocks and 40% bonds can 

falter in a period of high inflation and rising interest rates.  Better performance this year 

https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://www.wsj.com/articles/ukraine-tries-to-make-southern-offensive-a-turning-point-in-war-11661890321
https://www.wsj.com/articles/ukraine-tries-to-make-southern-offensive-a-turning-point-in-war-11661890321
https://www.wsj.com/articles/ukraine-tries-to-make-southern-offensive-a-turning-point-in-war-11661890321
https://www.ft.com/content/708cd4cb-1979-4617-ad36-8f67f464d166
https://www.ft.com/content/708cd4cb-1979-4617-ad36-8f67f464d166
https://www.washingtonpost.com/national-security/2022/08/29/iran-drones-russia-ukraine-war/?utm_source=sailthru&utm_medium=email&utm_campaign=dfn-ebb&SToverlay=2002c2d9-c344-4bbb-8610-e5794efcfa7d
https://www.washingtonpost.com/national-security/2022/08/29/iran-drones-russia-ukraine-war/?utm_source=sailthru&utm_medium=email&utm_campaign=dfn-ebb&SToverlay=2002c2d9-c344-4bbb-8610-e5794efcfa7d
https://www.wsj.com/articles/russia-halts-nord-stream-gas-pipeline-ratcheting-up-pressure-on-europe-11661933607?mod=markets_lead_pos2
https://www.wsj.com/articles/russia-halts-nord-stream-gas-pipeline-ratcheting-up-pressure-on-europe-11661933607?mod=markets_lead_pos2
https://www.wsj.com/livecoverage/stock-market-news-today-08-31-2022/card/european-natural-gas-price-edge-up-after-russia-halts-nord-stream-oY5BHlcqi9rxOPpQs4QA
https://www.wsj.com/articles/mikhail-gorbachev-dead-soviet-union-leader-reformer-11656704339?mod=hp_lead_pos1
https://www.ft.com/content/5e8c3680-bf33-4b6c-a7c0-a1b613560f79
https://www.ft.com/content/5e8c3680-bf33-4b6c-a7c0-a1b613560f79
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would have come from a portfolio putting less emphasis on bonds and more on 

commodities, as many of our asset allocation strategies do. 

• Illustrating the continuing challenging environment in Europe, the Eurozone’s August 

consumer price index was up 9.1% year-over-year, marking the region’s highest inflation 

rate since records began in 1997 and accelerating from the gain of 8.9% in the year to 

July. 

 

China:  At long last, Communist Party leaders have decided their 20th National Congress will 

begin on October 16.  The meeting will likely be historic, given that President Xi is expected to 

use it to cement his grip on power by being named to a third consecutive term. 

• Xi will also use the meeting to announce major new initiatives in international relations, 

economics, and social policy. 

• In the run up to the meeting over the next six weeks, we suspect Chinese officials will 

pull out all the stops to make the economy look stable and robust, producing positive 

vibes for Xi.  At the same time, officials are likely to crack down hard on any sign of 

political unrest that could mar the proceeding. 

 

China-Taiwan:  Today, in a development that could dramatically raise the risk of a military 

clash, Taiwan warned that it will defend itself and strike back as China ramps up its military 

incursions in the island’s territorial airspace and waters.  Taiwan has also reportedly begun 

targeting Chinese drones overflying its outlying islands.  The more assertive approach suggests 

Taipei is trying to balance the risk of sparking outright conflict against its desire to block China 

from demonstrating effective control over nearby waters and airspace or even Taiwanese 

territory. 

• The risk is that continued shooting at Chinese drones, or destroying one, could invite 

retaliation in kind from the Chinese. 

• The development is a reminder that China-Taiwanese relations remain a major 

geopolitical risk for investors, especially as any conflict would likely draw in the U.S., 

Japan, and other Western allies. 

 

China-Solomon Islands-United States:  After the Solomon Islands recently refused to allow a 

U.S. Coastguard ship to dock for supplies, President Sogavare said his government will 

temporarily bar ships from all foreign navies while it reviews its approval processes.  The move 

deepens concerns that China is now firmly pulling the international policy strings within the 

Solomon Islands government.  Sogavare struck a secretive new security deal with Beijing earlier 

this year, presumably in return for Beijing’s support in keeping him in power. 

 

U.S. Monetary Policy:  Yesterday, New York FRB President Williams warned that with the 

economic momentum still strong and the labor market tight, the Fed will not only need to boost 

interest rates into restrictive territory, but it will also have to hold them there for some time in 

order to bring inflation back to the policymakers’ target of 2%. 

• Investors now seem to accept that the Fed plans to keep ratcheting up interest rates for the 

time being, but the statement from Williams may be designed to show that the 

https://www.wsj.com/articles/inflation-tops-9-in-eurozone-piling-pressure-on-policy-makers-11661941420
https://www.wsj.com/articles/china-sets-october-date-for-party-congress-where-xi-jinping-can-extend-power-11661863040
https://www.wsj.com/articles/china-sets-october-date-for-party-congress-where-xi-jinping-can-extend-power-11661863040
https://www.wsj.com/articles/taiwan-warns-of-counterattack-if-china-violates-territorial-waters-airspace-11661948921?mod=hp_listb_pos1
https://www.wsj.com/articles/taiwan-warns-of-counterattack-if-china-violates-territorial-waters-airspace-11661948921?mod=hp_listb_pos1
https://www.ft.com/content/8f74b570-f752-4315-859f-b2417a83a638
https://www.ft.com/content/8f74b570-f752-4315-859f-b2417a83a638
https://www.scmp.com/news/asia/australasia/article/3190661/solomon-islands-suspends-all-us-naval-visits-wake-coastguard?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220830&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3190669&article_id_list=3190702,3190569,3190662,3190680,3190672,3190660,3190705,3190645&tc=29&CMCampaignID=b2624dc334402ecf3d5614c4d4ab5708
https://www.scmp.com/news/asia/australasia/article/3190661/solomon-islands-suspends-all-us-naval-visits-wake-coastguard?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220830&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3190669&article_id_list=3190702,3190569,3190662,3190680,3190672,3190660,3190705,3190645&tc=29&CMCampaignID=b2624dc334402ecf3d5614c4d4ab5708
https://www.reuters.com/world/asia-pacific/solomon-islands-ban-us-navy-ships-ports-us-embassy-2022-08-30/?utm_source=sailthru&utm_medium=email&utm_campaign=dfn-ebb&SToverlay=2002c2d9-c344-4bbb-8610-e5794efcfa7d
https://www.reuters.com/world/asia-pacific/solomon-islands-ban-us-navy-ships-ports-us-embassy-2022-08-30/?utm_source=sailthru&utm_medium=email&utm_campaign=dfn-ebb&SToverlay=2002c2d9-c344-4bbb-8610-e5794efcfa7d
https://www.wsj.com/articles/feds-williams-says-rates-will-stay-high-for-a-while-11661875583
https://www.wsj.com/articles/inflation-bets-recede-after-powell-speech-11661824126?mod=hp_lead_pos3
https://www.wsj.com/articles/inflation-bets-recede-after-powell-speech-11661824126?mod=hp_lead_pos3
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policymakers also aren’t likely to pivot to rate cuts nearly as soon as some investors 

think. 

• As investors re-price the likely trajectory of interest rates, stocks and other risk assets, 

along with bonds, continue to depreciate. 

 

U.S. Labor Market:  With companies still faced with labor shortages despite the Fed’s effort to 

slow economic growth, some are trying to lure workers with what could be a relatively low-cost 

perk.  Some manufacturers, hotels, warehouses, and restaurants are allowing new hires to work 

just a few days a week, take on four-hour shifts, or even choose new hours daily using phone 

apps.  In other words, on-site workers are starting to gain the same flexibility enjoyed by remote 

workers. 

 

U.S. Stock Market:  Finally, now that investors have been able to digest Fed Chair Powell’s 

hawkish speech at Jackson Hole last Friday, we thought it would be helpful to provide some 

perspective on where monetary policy and the stock market are probably headed.  The overall 

picture that we see is that the market had become way too optimistic that the monetary 

policymakers would stop hiking interest rates and even pivot to rate cuts at the slightest sign of 

economic weakness.  We suspect there is something of a consensus that the incoming economic 

data will show significant weakness around the end of the year or in the first quarter of 2023.  

Prior to Friday, that weak data would have suggested the hoped-for pivot was at hand.  It would 

have been a classic case of thinking that “bad news is bullish.”  Now, however, Powell’s 

commitment to hiking rates further has sunk in, and investors over the last few days have 

adopted the view that “good news is bearish,” and “bad news is just as bearish.” 

• A case in point was yesterday’s JOLTS report showing a strengthening labor market.  

That good data sparked yet another sell-off in equities as investors mulled over the 

implications now that the “Fed put” is gone. 

• We would note that a range of technical indicators are also pointing to further weakness 

in the market.  For example, the S&P 500 price index is now trading below its 20-, 50-, 

and 200-day moving averages.  The index is now also threatening to fall below a key 

support level at approximately 3,920.  Momentum indicators on the index are also 

weakening. 

• All in all, we would say Powell has succeeded in convincing investors that the Fed won’t 

come riding to the rescue if the economy falters.  Indeed, to re-establish the Fed’s 

inflation-fighting bona fides, Powell may actually need a recession so he can show just 

how much pain he’s willing to inflict.  He may even need to let the recession reach a 

certain level of severity, perhaps to the point of risking a financial crisis.  After all, the 

issue isn’t just bringing down the inflation number, but rebuilding the Fed’s credibility. 

• The implication is that monetary headwinds to the stock market are likely to intensify and 

continue longer than investors previously thought.  It is probably far too early to get 

bullish on stocks at this point. 

 

https://www.wsj.com/articles/choosing-your-own-hours-isnt-just-for-remote-workers-anymore-11661938202
https://www.wsj.com/articles/choosing-your-own-hours-isnt-just-for-remote-workers-anymore-11661938202
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U.S. Economic Releases  

 

The demand for mortgage loans continues to be weighed down by higher interest rates and 

elevated home prices. According to an index tracked by the Mortgage Bankers Association 

(MBA), the mortgage applications fell 3.7% in the week ending August 26. The decline in loans 

were strongly tied to refinancing. The MBA tracker for refinancing applications fell 7.8% from 

the prior week, while the purchase tracker fell 1.8% in the same period. The reduction in 

mortgage applications will persist as long as borrowing costs remain elevated. The average 30-

year fixed-rate mortgage rose 2 bps from the prior to 5.8%, well above the 3.5% rate seen at the 

beginning of the year.  

 

Private data shows the job hires slowed in August. According to a human resource company 

Automatic Data Processing, employers added 132k jobs to their payrolls. The number came in 

well below estimates of 300k, and the previous month’s report of 268k.  
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The chart above displays the period change in the number of private payrolls. The latest job 

numbers showed that hiring slowed to its slowest pace since January 2021.   

  

The table below shows the domestic releases 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. 

 

EST Indicator Expected Prior Rating

9:45 MNI Chicago PMI m/m Aug 52.1 52.1 **

EST Speaker or Event

8:00 Loretta Mester Discusses Economic Outlook President of the Federal Reserve Bank of Cleveland

18:00 Dallas Fed Holds Event to Introduce New President Lorie Logan President of the Federal Reserve Bank of Dallas

18:30 Raphael Bostic Speaks on Role of Fintech in Financial Inclusion President of the Federal Reserve Bank of Atlanta

Economic Releases

Federal Reserve

District or Position
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Financial Markets 
 

The table below highlights some of the indicators that we follow on a daily basis. Again, the 

color coding is similar to the foreign news description above. We will add a paragraph below if a 

certain move merits further explanation. 
 

   
 

 

 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Industrial Production y/y Jul P -1.8 -2.80% -2.40% *** Equity bullish, bond bearish

Retail Sales y/y Jul 2.4 1.50% 1.90% ** Equity bullish, bond bearish

Depart. Store & Supermarket Sales y/y Jul 2.8 1.30% 2.60% * Equity and bond neutral

Housing Starts y/y Jul -5.4 -2.20% -3.50% ** Equity bearish, bond bullish

Annualized Housing Starts y/y Jul 0.825m 0.845m 0.857m * Equity and bond neutral

Australia Private Sector Credit y/y Jul 9.1% 9.1% 9.0% ** Equity and bond neutral

New Zealand Building Permits m/m Jul 5.0% -2.3% -2.20 ** Equity bullish, bond bearish

ANZ Activity Outlook m/m Aug -4.0 -8.7 ** Equity bullish, bond bearish

ANZ Business Confidence m/m Aug -47.8 -56.7 ** Equity bullish, bond bearish

South Korea Industrial Production y/y Jul 1.5% 1.4% 1.3% *** Equity and bond neutral

China Official Manufacturing PMI m/m Aug 49.4 49.0 49.2 *** Equity and bond neutral

Official Non-Manufacturing PMI m/m Aug 52.6 53.8 52.3 *** Equity and bond neutral

India GDP y/y Q2 13.5% 4.1% 15.3% *** Equity bearish, bond bullish

EUROPE

Eurozone CPI y/y Aug P 9.1% 8.9% 9.0% *** Equity and bond neutral

Core CPI y/y Aug P 4.3% 4.0% 4.1% ** Equity and bond neutral

Germany Import Price Index y/y Jul 28.9% 29.9% 28.8% ** Equity and bond neutral

Unemployment Change (000's) m/m Aug 28.0k 48.0k 28.5k *** Equity and bond neutral

Unemployment Claims Rate m/m Aug 5.5% 5.4% 5.5% ** Equity and bond neutral

France CPI y/y Aug P 5.8% 6.1% 6.1% *** Equity and bond neutral

CPI, EU Harmonized y/y Aug P 6.5% 6.8% 6.7% ** Equity and bond neutral

PPI y/y Jul 27.2% 27.0% 27.2% * Equity and bond neutral

GDP y/y Q2 F 4.2% 4.2% 4.2% ** Equity and bond neutral

Italy CPI, EU Harmonized y/y Aug P 9.0% 8.4% 8.2% *** Equity bearish, bond bearish

CPI NIC Including Tobacco y/y Aug P 8.4% 7.9% 8.1% ** Equity bearish, bond bearish

PPI y/y Jul 45.9% 41.9% ** Equity and bond neutral

Unemployment Rate m/m Jul 3.9% 4.1% *** Equity and bond neutral

AMERICAS

Canada GDP y/y Jun 4.7% 5.6% 4.9% ** Equity and bond neutral

Mexico International Reserves Weekly w/w 26-Aug $198.761b $199.003b * Equity and bond neutral

Brazil Net Debt % GDP m/m Jul 57.30% 58.80% 58.80% ** Equity and bond neutral

National Unemployment Rate m/m Jul 9.1% 9.3% 9.0% * Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 307 304 3 Up

3-mo T-bill yield (bps) 284 285 -1 Up

TED spread (bps) 23 19 4 Widening

U.S. Sibor/OIS spread (bps) 297 295 2 Up

U.S. Libor/OIS spread (bps) 303 301 2 Up

10-yr T-note (%) 3.13 3.10 0.03 Up

Euribor/OIS spread (bps) 62 58 4 Neutral

Currencies Direction

Dollar Up Up

Euro Down Down

Yen Flat Down

Pound Down Down

Franc Down Down
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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 call for warmer-than-normal temperatures for most of the 

country with cooler-than-normal temperatures in Texas and the Southeast.  Wetter-than-normal 

conditions are expected in Texas and the Southeast, with dry conditions expected in most of the 

Pacific, Rocky Mountain and Great Plains region. 
 

In the Gulf Coast, the Caribbean, and Atlantic Ocean areas, there are currently three tropical 

disturbances. One disturbance is located off the coast of West Africa, the other two are located in 

the central Atlantic Ocean.  Although two of the storms are not expected to develop into a 

tropical storm within the next 48 hours, one of the disturbances in the central Atlantic has a 60% 

chance of cyclone formation. 

Price Prior Change Explanation

Brent $95.89 $99.31 -3.44% Pessimism in economic outlook

WTI $88.98 $91.64 -2.90%

Natural Gas $9.06 $9.04 0.17%

Crack Spread $31.61 $32.15 -1.66%

12-mo strip crack $28.94 $29.69 -2.54%

Ethanol rack $2.87 $2.88 -0.35%

Metals

Gold $1,715.17 $1,724.02 -0.51%

Silver $18.02 $18.43 -2.20%

Copper contract $346.25 $355.10 -2.49%

Grains

Corn contract $668.75 $677.25 -1.26%

Wheat contract $815.50 $820.25 -0.58%

Soybeans contract $1,425.50 $1,432.50 -0.49%

Shipping

Baltic Dry Freight 1,017            1,082            -65

Actual Expected Difference

Crude (mb) -1.0

Gasoline (mb) -1.0

Distillates (mb) -0.8

Refinery run rates (%) -0.5%

Natural gas (bcf) 58

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 8/30/2022 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 8/30/2022 close) 
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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 as of 8/24/2022 = 19.3x

 
 

 

Based on our methodology,1 the current P/E is 19.3x, up 1.1x from last week.  We have received 

the earnings data from Standard and Poor’s for Q2 which we use as the official numbers.  The 

Standard and Poor’s numbers tend to run about 7% less than the Thomson/Reuters numbers, 

which is the source for I/B/E/S estimates.   
 

 

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 three actual quarters (Q4, Q1 and Q2) and one estimate (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. 


