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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: February 22, 2022—9:30 AM EST] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 is currently up 0.2% from its prior close. In Asia, the MSCI Asia Apex 

50 closed up 0.2%. Chinese markets were lower, with the Shanghai Composite down 1.0% from 

its prior close and the Shenzhen Composite down 1.2%. U.S. equity index futures are signaling a 

flat open. With 420 companies having reported, the S&P 500 Q4 2021 earnings stand at $54.80, 

higher than the $52.34 forecast for the quarter. The forecast reflects a 21.7% increase from Q4 

2020 earnings. Thus far this quarter, 75.7% of the companies have reported earnings above 

forecast, while 19.8% 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 (2/14/2022) (with associated podcast): “Ukraine: Key 

Questions” 

• Weekly Energy Update (2/17/2022): Oil prices remain elevated despite continued sales 

from the SPR.  

• 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 (2/22/2022) (with associated podcast): “The U.S. Trade 

Deficit and Global Prices” 

• Confluence of Ideas podcast (1/20/2022): “The 2022 Outlook” 

• Current Perspectives: “2022 Outlook: The Year of Fat Tails” (12/16/2021) 

 

On this historic day, as the post-Cold War global order hangs in the balance, our Comment opens 

with an update on the Russia-Ukraine crisis.  Events on the ground are developing rapidly, but as 

of this writing, the key developments are that President Putin has ordered Russian troops into 

Ukraine’s breakaway Donetsk and Luhansk regions and issued a lengthy statement questioning 

the rest of Ukraine’s independence and legitimacy.  Following our update on Russia-Ukraine, we 

cover a range of U.S. and other international developments.  We close with the latest on the 

coronavirus pandemic. 

 

Russia-Ukraine:  Over the long Presidents Day weekend in the U.S., a series of false-flag 

attacks and a manufactured refugee crisis in Donetsk and Luhansk culminated in President 

Putin’s signing of documents recognizing the breakaway Ukrainian regions as independent states 

and establishing mutual aid commitments between them and Russia (see map below).  Press 
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https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q122.pdf
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reports have emphasized Putin’s subsequent decision to order Russian troops into Donetsk and 

Luhansk as “peacekeepers.”  We think the more significant story is Putin’s long speech 

yesterday reiterating his view that Ukraine is an integral part of Russian culture that can’t 

legitimately be independent of Russia.  That signals that Putin will probably try to take control of 

the entirety of Ukraine, at least eventually.  Such a move would be consistent with the current 

deployment of Russian forces along the entire northern and eastern borders of the country, and it 

is also consistent with top U.S. officials’ statements that Russia will even attack the capital city 

of Kyiv in western Ukraine. 

• The latest commercial imagery intelligence shows Russian forces along the border have 

now left their bases and garrisons and have been deployed throughout the countryside in 

attack formation.  Those forces can’t reasonably be kept in such positions for more than a 

few days, so it appears that a large-scale offensive is imminent.  Some reports so far this 

morning say columns of Russian troops have already entered Donetsk and Luhansk. 

• Meanwhile, we continue to note more small deployments of U.S. military units to Europe 

beyond transferring of 6,000 or so troops that has been widely reported.  For example, a 

dozen F-35A Lightning II fighter jets and 350 airmen from Hill Air Force Base in Utah 

have been sent to Germany, eight F-15E Strike Eagles from Johnson Air Force Base in 

North Carolina have gone to Poland, and six KC-135 Stratotankers based in the U.K. 

have been deployed to Ramstein Air Base, Germany.  Separately, Defense Secretary 

Austin said the U.S. is examining whether to send additional forces to the Baltic 

countries. 

o At first glance, the small scale of these little-reported deployments may not seem 

to make sense.  However, it could be the U.S. and its NATO allies are trying to 

ramp up their capabilities slowly enough to avoid triggering a further Russian 

mobilization in response.  It’s also important to remember that modern U.S. and 

NATO military equipment is so advanced that small numbers of aircraft and ships 

still represent significant firepower, especially against an old-school, heavy-armor 

oriented ground force like Russia’s.  That goes for infantry troops as well.  A U.S. 

Army brigade today might have the firepower and capabilities of an entire 

division in World War II. 

o Beyond that, it’s important to remember that in the event of a major Russian 

attack on Ukraine, a major risk would be that China takes advantage of the 

situation to seize Taiwan.  Today’s U.S. military is much smaller than during the 

Cold War, so U.S. military leaders must keep a significant part of their force in 

reserve for action in the Asia-Pacific. 

• On the political front, Ukrainian President Zelensky said he is considering severing 

diplomatic ties with Russia and begged for Western nations to punish Russia quickly with 

severe sanctions.  Indeed, the U.S., the U.K., and the EU all appear ready to issue 

additional sanctions against Russia today, although they are likely to hold back their 

toughest measures until Russia actually sends troops into Ukraine.  Japan has also 

signaled it would join the U.S. in imposing sanctions on Russia.  The U.K. has 

summoned Russia’s ambassador to London and may inform him of the British sanctions 

at that meeting. 

https://www.wsj.com/articles/putin-address-takes-swipe-at-u-s-led-world-order-11645485419
https://www.wsj.com/articles/putin-address-takes-swipe-at-u-s-led-world-order-11645485419
https://www.wsj.com/articles/putin-address-takes-swipe-at-u-s-led-world-order-11645485419
https://www.rferl.org/a/russia-military-activity-ukraine-satellite-photos/31714126.html
https://www.rferl.org/a/russia-military-activity-ukraine-satellite-photos/31714126.html
https://www.wsj.com/articles/germany-halts-nord-stream-2-after-putin-orders-troops-to-ukrainian-breakaway-regions-11645529981?mod=hp_lead_pos1
https://www.military.com/daily-news/2022/02/17/air-force-moves-f-35s-utah-germany-ukraine-faces-possible-invasion.html?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2002.18.2022&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.armytimes.com/news/your-army/2022/02/19/paratroopers-build-camp-and-prepare-to-train-with-polish-forces/?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2002.22.2022&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.stripes.com/theaters/europe/2022-02-19/lloyd-austin-baltic-ukraine-5079285.html?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2002.22.2022&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.stripes.com/theaters/europe/2022-02-19/lloyd-austin-baltic-ukraine-5079285.html?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2002.22.2022&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.rferl.org/a/russia-ukraine-western-reaction-putin-united-nations/31715724.html
https://www.rferl.org/a/russia-ukraine-western-reaction-putin-united-nations/31715724.html
https://www.japantimes.co.jp/news/2022/02/22/national/politics-diplomacy/japan-russia-ukraine-sanctions/
https://www.japantimes.co.jp/news/2022/02/22/national/politics-diplomacy/japan-russia-ukraine-sanctions/


 

 

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

www.confluenceinvestment.com 

 3 

• The immediate economic and financial implications of a Russian move into Ukraine are 

obvious.  Global equities pulled back before stabilizing this morning in hopes that the 

situation won’t worsen much further.  Safe-haven assets like precious metals and 

government bonds are appreciating sharply, and oil and grain prices are surging.  Energy 

prices in particular have risen on fears about the impact of Western sanctions that will 

now surely be imposed on Russia.  German Chancellor Scholz has even announced that 

the newly finished Nord Stream 2 natural gas pipeline from Russia to Germany will not 

be certified, at least for the time being.  Those trends could continue as long as the crisis 

lasts.  Importantly, if the crisis leads to weaker economic activity around the globe, the 

major central banks could even be forced to abandon their current plans to hike interest 

rates. 

• There is also some risk of longer-term social fracturing from the crisis.  Since today’s 

right-wing populists often seem given to appeasement, if not outright fealty, toward 

Russian-style authoritarianism, it will be interesting to see if they emerge as vocal 

opponents to U.S. leadership against Russia’s actions in Ukraine, or even worse, as a kind 

of fifth column supporting Russia here at home.  After eight decades in which hundreds 

of thousands of Americans have shed their blood in the defense of freedom, democracy, 

and peaceful prosperity, such a domestic movement would mark a dangerous new 

cleavage in U.S. society. 

 

 
Source:  New York Times 

 

U.S. Monetary Policy:  Federal Reserve Governor Michelle Bowman yesterday said she had an 

open mind over whether the central bank should kick off interest-rate increases next month with 

a larger half-percentage-point rate rise.  That’s in contrast with statements late last week by other 

senior Fed officials that downplayed the need for such a large rate hike.  Since investors remain 

highly concerned about the prospect of tighter Fed policy, the Bowman statement could provide 

a headwind for equity values today. 

 

https://www.ft.com/content/bcfd9705-8e45-4810-9d93-ecf3e2a7d3a0
https://www.ft.com/content/09fb49b9-c611-4b19-b1ee-3fd2cbdf44fc
https://www.ft.com/content/09fb49b9-c611-4b19-b1ee-3fd2cbdf44fc
https://www.ft.com/content/09fb49b9-c611-4b19-b1ee-3fd2cbdf44fc
https://www.wsj.com/articles/fed-official-leaves-door-open-to-larger-rate-increase-in-march-11645460100
https://www.wsj.com/articles/fed-official-leaves-door-open-to-larger-rate-increase-in-march-11645460100
https://www.wsj.com/articles/fed-official-leaves-door-open-to-larger-rate-increase-in-march-11645460100
https://www.wsj.com/articles/fed-official-says-monetary-policy-needs-substantial-adjustment-11645198800?mod=article_inline
https://www.wsj.com/articles/fed-official-says-monetary-policy-needs-substantial-adjustment-11645198800?mod=article_inline
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U.S. Financial Market Regulation:  After a slow start, financial firms are starting to settle on 

the Secured Overnight Financing Rate, or SOFR, as the new interest-rate benchmark to replace 

LIBOR.  New data show SOFR has gained traction since a December 31 deadline that prohibited 

U.S. banks from issuing new debt tied to LIBOR. 

• The data show that U.S. companies in January sold 61 leveraged loans tied to SOFR, 

totaling over $66 billion. 

• That is up from only about $3.9 billion raised across four deals in December. 

 

United States-Iran:  The U.S., Iran, and other world powers are reportedly nearing a deal to 

revive the 2015 agreement limiting the Iranian nuclear program.  Officials involved in the talks 

say a revised deal could be finalized in the next couple of days. 

• The terms of the new deal would be almost identical to the 2015 pact.  However, because 

of the expertise Iran has gained through its nuclear work since the U.S. pulled out of the 

deal in 2018, the country’s breakout time to amass enough nuclear fuel for a bomb could 

fall to as little as six months compared with about one year in the original deal. 

• Any new deal would involve the U.S. lifting many economic sanctions on Iran.  Although 

the new agreement could still falter, the prospect that Iran could once again have greater 

scope for its oil exports will probably put some downward pressure on global oil prices, 

though not necessarily enough to offset the impact of the Russia-Ukraine crisis. 

 

China:  State-owned banks have cut their mortgage interest rates in Shanghai and Guangzhou.  

The rate cuts apparently aim to help arrest the fall in the country’s housing market since the 

government started clamping down on real estate developers’ debt levels.  

 

Canada:  Police have now completely cleared the massive truckers’ protest against COVID-19 

mandates in the capital city of Ottawa, although smaller demonstrations have temporarily 

disrupted other big cities in the country and at least one U.S.-Canada border crossing. 

• In Ottawa, police said they filed 389 criminal charges related to the protests, made 191 

arrests, and towed 79 vehicles to clear downtown streets. 

• The protests have revealed the presence of a potentially destabilizing populist movement 

in Canada, as in many other major developed countries.  However, the government’s 

disciplined and largely violence-free approach to ending the demonstrations may provide 

a template for how officials can take the wind out of those movements going forward.  

Importantly, the Canadian government was able to maintain popular support for its effort 

to end the protests, with the latest polls showing some 70% of Canadians wanted officials 

to step in and stop the protests. 

 

Global Inflation:  Recent data suggests consumer price inflation is finally accelerating in some 

Asian countries that had previously seemed immune to the problem.  For example, inflation has 

now reached 6.0% in India and 3.2% in Thailand.  Because of soaring pork costs, at least one 

Thai restaurant owner says he has substituted crocodile meat! 

 

COVID-19:  Official data show confirmed cases have risen to  426,339,418 worldwide, with 

5,897,563 deaths.  In the U.S., confirmed cases rose to 78,529,492, with 935,992 deaths.  (For an 

https://www.wsj.com/articles/sofr-leads-race-to-replace-libor-as-interest-rate-benchmark-11645408905?mod=markets_lead_pos3
https://www.wsj.com/articles/sofr-leads-race-to-replace-libor-as-interest-rate-benchmark-11645408905?mod=markets_lead_pos3
https://www.wsj.com/articles/u-s-nears-return-to-iran-nuclear-deal-11645458466?mod=politics_lead_pos4
https://www.wsj.com/articles/u-s-nears-return-to-iran-nuclear-deal-11645458466?mod=politics_lead_pos4
https://www.wsj.com/articles/chinese-banks-in-two-key-cities-cut-mortgage-rates-to-boost-housing-sector-11645530737?mod=hp_lista_pos3
https://www.wsj.com/articles/freedom-convoy-leaves-town-and-quiet-returns-to-ottawa-11645385184?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/freedom-convoy-leaves-town-and-quiet-returns-to-ottawa-11645385184?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/inflation-creeps-into-asiamy-salary-is-the-same-but-everything-is-more-expensive-11645448452?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/inflation-creeps-into-asiamy-salary-is-the-same-but-everything-is-more-expensive-11645448452?mod=lead_feature_below_a_pos1
https://www.nytimes.com/live/2022/02/22/world/covid-19-tests-cases-vaccine
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
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interactive chart that allows you to compare cases and deaths among countries, scaled by 

population, click here.)  Meanwhile, in data on the U.S. vaccination program, the number of 

people who are considered fully vaccinated now totals 214,745,073, equal to 64.7% of the total 

population. 

• In the U.S., data continues to suggest that the highly transmissible Omicron mutation is in 

retreat.  The seven-day average of people hospitalized with a confirmed or suspected 

COVID-19 infection fell to 65,861, down 43% from two weeks ago. 

• U.S. health regulators are looking at potentially authorizing a fourth dose of a COVID-19 

vaccine in the autumn, according to people familiar with the matter.  The planning is still 

in the early stages, and authorization would depend on ongoing studies establishing that a 

fourth dose would shore up people’s molecular defenses that waned after their first 

booster and reduce their risk of symptomatic and severe disease. 

• In Britain, Queen Elizabeth has been diagnosed with COVID-19.  The 95-year-old 

monarch, who is believed to be fully vaccinated, has only “mild, cold-like symptoms,” 

and her life is not considered to be in danger. 

• Even as the Omicron wave continues to peter out in many developed countries, it 

continues to wreak havoc in Hong Kong.  Reported infections yesterday reached a new 

record of over 7,500 cases. 

o In addition, an 11-month-old baby became the city’s youngest coronavirus-related 

fatality, the third such death of a young child in the past fortnight. 

o With infections rising, the government plans to impose further social-distancing 

rules later this week, including vaccine passports and a rule that restaurants will 

be limited to just two diners per table, unlike currently where some venues could 

have up to four people seated together. 

o The city’s top official said all schools would have enforced early summer 

holidays to run from March to mid-April, with campuses used for testing, 

isolation, and vaccination as an unprecedented coronavirus outbreak spreads 

through the city. 

 

U.S. Economic Releases  

 

U.S. home prices suggest that home demand continues to be elevated despite rising mortgage 

rates. In December, the FHFA Home Price Index rose 1.2% from the prior month, and in the 

fourth quarter of 2021, it rose 3.3%.  Consensus estimates showed home prices rising 1.0% in 

January.  In urban areas, the S&P CoreLogic Case-Shiller 20-City Index showed home prices 

rose 1.5% from the prior month compared to expectations of 1.1%. 

 

https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
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/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.wsj.com/articles/fda-eyes-second-covid-19-booster-shot-11645282800?mod=politics_lead_pos6
https://www.wsj.com/articles/fda-eyes-second-covid-19-booster-shot-11645282800?mod=politics_lead_pos6
https://www.wsj.com/articles/queen-elizabeth-tests-positive-for-covid-19-with-mild-symptoms-11645365144
https://inews.co.uk/news/is-queen-elizabeth-vaccinated-what-we-know-covid-vaccine-tests-positive-1472032
https://www.scmp.com/news/hong-kong/health-environment/article/3167793/coronavirus-hong-kong-tighten-cap-diners-table?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220221&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3167830&article_id_list=3167780,3167793,3167830,3167797,3167823,3167809,3167828,3167808&tc=9&CMCampaignID=c17179ad365695887e71fc39a96e3548
https://www.wsj.com/articles/hong-kong-sets-all-schools-for-covid-19-response-centers-11645530595
https://www.wsj.com/articles/hong-kong-sets-all-schools-for-covid-19-response-centers-11645530595
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The chart above shows the annual change in the S&P CoreLogic Case-Shiller Index for the top-

20 cities and nationally. The National Index rose 18.8% from the prior year, while the 20-city 

Index rose 18.3%. 

 

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

 

EST Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Feb 56 55.5 ***

9:45 Markit US Services PMI m/m Feb 53 51.2 ***

9:45 Markit US Composite PMI m/m Feb 51.1 ***

10:00 Conf. Board Consumer Confidence m/m Feb 110.0 113.8 ***

10:00 Conf. Board Present Situation m/m Feb 148.2 *

10:00 Conf. Board Expectations m/m Feb 90.8 *

10:00 Richmond Fed Manufact. Index m/m Feb 10.0 8.0 **

EST Speaker or Event

15:30 Raphael Bostic Takes Part in AEA Panel on Black Entrepreneurs President of the Federal Reserve Bank of Atlanta

Economic Releases

Fed Speakers or Events

District or Position

 
 

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 
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following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 

 
 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Australia ANZ Roy Morgan Consumer Confidence w/w 20-Feb 101.8 103.2 ** Equity bearish, bond bullish

Credit Card Spending y/y Jan 5.5% 1.2% ** Equity bullish, bond bearish

Japan Machine Tool Orders y/y Jan 61.3% 61.4% ** Equity and bond neutral

PPI Services y/y Jan 1.2% 1.1% 1.2% * Equity and bond neutral

EUROPE

Germany IFO Business Climate m/m Feb 98.9 95.7 96.5 ** Equity bullish, bond bearish

IFO Current Assessment m/m Feb 98.6 96.1 96.5 ** Equity bullish, bond bearish

IFO Expectations m/m Feb 99.2 95.2 96.2 ** Equity bullish, bond bearish

Italy CPI EU Harmonized y/y Jan 5.1% 5.3% 5.3% *** Equity and bond neutral

UK Public Finances (PSNCR) m/m Jan -22.0b 18.1b ** Equity and bond neutral

Central Government NCR m/m Jan -23.2b 16.3b ** Equity and bond neutral

Public Sector Net Borrowing m/m Jan -3.7b 16.1b -4.2b ** Equity and bond neutral

PSNB ex Banking Groups m/m Jan -2.9b 16.8b -3.1b * Equity and bond neutral

CBI Trends Total Orders m/m Feb 20.0 24.0 25.0 ** Equity bearish, bond bullish

CBI Trends Selling Prices m/m Feb 77.0 66.0 68.0 ** Equity bullish, bond bearish

AMERICAS

Brazil Trade Balance Weekly w/w 20-Feb $837m $1035m ** Equity and bond neutral

FGV Consumer Confidence m/m Feb 77.0 74.1 * Equity bullish, bond bearish

Canada Bloomberg Nanos Confidence w/w 18-Feb 58.8 58.9 ** Equity and bond neutral  
 

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. 

 
Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 48 48 0 Up

3-mo T-bill yield (bps) 30 34 -4 Neutral

TED spread (bps) 18 15 3 Widening

U.S. Libor/OIS spread (bps) 40 37 3 Down

10-yr T-note (%) 1.92 1.93 -0.01 Up

Euribor/OIS spread (bps) -53 -53 0 Neutral

Currencies Direction

Dollar Down Neutral

Euro Up Up

Yen Down Neutral

Pound Down Up

Franc Down Neutral  
 

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. 
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Price Prior Change Explanation

Brent $98.26 $95.39 3.01% War fears

WTI $94.94 $91.07 4.25%  

Natural Gas $4.59 $4.43 3.50%  

Crack Spread $23.37 $22.98 1.70%

12-mo strip crack $24.64 $24.34 1.26%

Ethanol rack $2.29 $2.29 0.01%

Gold $1,894.55 $1,906.29 -0.62%

Silver $24.02 $23.90 0.52%

Copper contract $452.80 $452.60 0.04%

Corn contract $666.25 $652.75 2.07%

Wheat contract $825.25 $804.00 2.64%

Soybeans contract $1,630.50 $1,603.50 1.68%

Baltic Dry Freight 2,045            1,964            81

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

The 6-10 day and 8-14 day forecasts show a definitive cooling trend, with colder-than-normal 

temps from the West Coast to the Ohio Valley.  The Eastern Seaboard is expected to enjoy much 

warmer than normal temperatures.  In the 6-10 day forecast, wet conditions are expected in the 

eastern half, while dry conditions continue across the Rockies to the Pacific coast.  In the 8-14 

day forecast, dry conditions prevail in most of the country. 
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U.S. Equity Markets – (as of 2/18/2022 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 2/18/2022 close) 
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Growth

Real Estate

Small Cap
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Foreign Developed ($)
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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 Update 

 

February 17, 2022 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 2/16/2022 = 21.7x

 
 

 

Based on our methodology,1 the current P/E is 21.7x, down 0.1x from last week.  The decline in 

the multiple is due to the decline in the index.  
 

 

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 (Q2 and Q3) and two estimates (Q4 and Q1). 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. 


