
 

 

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

www.confluenceinvestment.com 

 1 

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: January 18, 2022—9:30 AM EST] Global equity markets are generally lower this 

morning. In Europe, the EuroStoxx 50 is currently down 1.1% from its prior close. In Asia, the 

MSCI Asia Apex 50 closed 1.3% lower.  Chinese markets were mixed, with the Shanghai 

Composite up 0.8% from its prior close and the Shenzhen Composite down 0.3%. U.S. equity 

index futures are signaling a lower open.  
 

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: 

• Weekly Geopolitical Report (12/13/2021): “The 2022 Geopolitical Outlook” 

• Weekly Energy Update (1/13/2022): Oil inventories fell last week; at the same time, 

gasoline stockpiles rose strongly but were in line with seasonal patterns.  

• Asset Allocation Q4 2021 Rebalance Presentation (11/4/2021): A video discussion of our 

asset allocation process, Q4 2021 portfolio changes, and the macro environment 

• Asset Allocation Bi-Weekly (1/10/2022) (with associated podcast): “The Path of Monetary 

Policy” 

• Confluence of Ideas podcast (12/14/2021): “The Regional Threats from the Taliban in 

Afghanistan” 

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

 

In today’s Comment, we open with a few remarks on the downdraft this morning in most global 

financial markets.  We next provide an update on Russia’s military buildup along its Ukraine 

border.  We then cover a range of other international news developments.  We wrap up with the 

latest news on the coronavirus pandemic. 

 

Global Financial Markets:  As U.S. investors return to the markets after yesterday’s holiday, 

expectations for Fed rate hikes have worsened, apparently in response to stray comments by 

financial executives last week that the monetary policymakers might hike their benchmark fed 

funds rate a half dozen or more times this year.  Adding to the interest-rate concerns, the Bank of 

Japan today lifted its inflation projections for the first time since 2014, conjuring up images of a 

potential rate hike by the BOJ.  Futures markets today suggest investors expect “only” four Fed 

rate hikes by December (see CME chart below), but that is still uncomfortable enough to drive 

down bond and stock values. 

• The yield on the two-year Treasury note today has jumped to approximately 1.025%, 

surpassing 1% for the first time since early 2020. 

 

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_12_13_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Jan_13_2022.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Jan_10_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_Year_of_Fat_Tails.pdf
https://www.ft.com/content/fb684de4-fa00-4791-a062-fdcd737a08d2
https://www.ft.com/content/fb684de4-fa00-4791-a062-fdcd737a08d2
https://www.ft.com/content/716d4d9e-da87-4ecd-9414-969bdb36406e
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• The yield on the ten-year Treasury obligation has risen a bit more moderately to 1.825% 

or so, leaving the yield curve slightly flatter and adding to evidence that bond investors 

fear a policy mistake in which the Fed will hike rates too far and slow the economy. 

• We continue to think the Fed will have to pull its punches before it hikes rates as far as 

the market currently believes.  We think tighter policy could quickly expose financial 

fragilities somewhere in the economy or start to weigh on real economic activity, even as 

today’s high inflation rates begin to moderate because of more favorable “base effects” 

and some supply disruptions get resolved.  Besides, high financial market volatility, with 

the VIX over 20 (as it is today), has typically scared off the Fed from further policy 

tightening.  Nevertheless, investors today are in a panic about sharply rising interest rates, 

and it’s unclear how long the markets will remain volatile. 

 

 
Source: CME 

 

Russia-Ukraine:  At least as of this writing, President Putin still hasn’t launched an attack on 

Ukraine, even though 100,000 or so Russian troops and enough military equipment for many 

more than that remain poised along Ukraine’s northern, eastern, and southern borders.  U.S. 

officials also say Russia has secretly deployed saboteurs to Ukraine so they could be ready to 

launch a “false flag” attack on Russian interests there, in case the Kremlin needs justification for 

an attack.  Russia has also been evacuating its diplomats from its embassy in Kyiv, in another 

potential sign of impending conflict. 

• Russian officials have expressed frustration with last week’s diplomatic talks between 

Russia and the U.S., its NATO allies, and a broader group of European countries.  In 

those talks, the U.S. and its partners refused Russia’s demand for security guarantees, 

including a prohibition on any other former Soviet republics joining NATO and a 

rollback of NATO’s presence in the republics that have already joined.  Russian officials 

have given the U.S. and its allies one week to meet Russian demands. 

https://www.ft.com/content/ac431782-62c6-4f3a-a08e-d832fc4ac2a1
https://www.ft.com/content/ac431782-62c6-4f3a-a08e-d832fc4ac2a1
https://www.nytimes.com/2022/01/17/us/politics/russia-ukraine-kyiv-embassy.html?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2001.18.2022&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.politico.eu/article/security-talks-deadlock-putin-russia-nato-ukraine/?utm_source=POLITICO.EU&utm_campaign=93b7b2d980-EMAIL_CAMPAIGN_2022_01_17_04_21&utm_medium=email&utm_term=0_10959edeb5-93b7b2d980-190480045
https://www.politico.eu/article/security-talks-deadlock-putin-russia-nato-ukraine/?utm_source=POLITICO.EU&utm_campaign=93b7b2d980-EMAIL_CAMPAIGN_2022_01_17_04_21&utm_medium=email&utm_term=0_10959edeb5-93b7b2d980-190480045
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• In addition to holding a gun to Ukraine’s head in the form of its massive military buildup 

on Ukraine’s borders, a cyberattack against Ukraine in recent days adds to the threats that 

Russia hopes will convince the West to meet its demands. 

• As of right now, the U.S. and its allies are generally closing ranks and presenting a united 

front against Russia’s demand for what would be a sphere of influence in Eastern Europe.  

For example, British Defense Minister Wallace yesterday told parliament that the U.K. is 

sending “light anti-armor, defensive weapon systems" to Ukraine, and he is inviting 

Russian Defense Minister Shoigu to London for talks in the coming weeks to help defuse 

the crisis.  However, some cracks among the allies have been noticed, including some 

European discomfort over the Biden administration’s approach and some countries, such 

as Germany, expressing concern over the economic impact of rising tensions. 

• In any case, tensions remain high, and if they continue to escalate, they could start to 

have a real impact on global financial markets.  Obviously, a major shooting war would 

do the same.  Less obvious is how the markets would react to a more limited action by 

the Kremlin, such as an incursion focused on the ethnically Russian-dominated provinces 

of Donbas and Luhansk in eastern Ukraine, where separatists have been fighting the 

central government for seven years.  Limited airstrikes or cyberattacks could also help get 

Putin’s point across and present challenges for the markets. 

 

https://www.wsj.com/articles/ukraine-government-websites-hit-by-cyberattack-11642168684?mod=Searchresults_pos5&page=1
https://www.rferl.org/a/russia-ukraine-germany-diplomacy/31658111.html
https://www.rferl.org/a/russia-ukraine-germany-diplomacy/31658111.html
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China:  Amid signs of significant economic slowing ahead of the Communist Party’s 20th 

National Congress later this year, the People’s Bank of China cut two of its key interest rates 

over the weekend.  The modest rate cuts suggest the government is increasingly anxious to keep 

up economic growth ahead of the Congress, where President Xi will seek approval for a third 

term in office.  Indeed, PBOC Vice-Chair Liu today promised that the central bank would 

introduce further moves to stabilize the economy and prevent a “collapse” of credit. 

• Meanwhile, the National Bureau of Statistics yesterday said China’s population grew just 

0.034% in 2020, to 1.413 billion.  Births fell to a modern low of 10.62 million, barely 

ahead of the country’s 10.14 million deaths.  Importantly, China’s declining birth rate 

means fewer young people are entering the labor force each year, meaning the 

government doesn’t have to worry quite as much about creating new entry-level jobs.  

That’s probably one reason President Xi has been willing to launch his recent clampdown 

on powerful, fast-growing high-technology firms. 

• Slowing economic growth in China, reflecting factors ranging from the government’s 

crackdown on property investment and technology firms to the rapidly spreading 

Omicron mutation of the coronavirus, would have a noticeable negative impact on global 

https://www.wsj.com/articles/china-gdp-grew-8-1-in-2021-though-momentum-slowed-in-fourth-quarter-11642386349?mod=Searchresults_pos5&page=1
https://www.wsj.com/articles/china-cuts-two-key-rates-to-support-slowing-economy-11642387518?mod=Searchresults_pos6&page=1
https://www.scmp.com/economy/china-economy/article/3163820/china-urged-hurry-moves-stabilise-economy-stay-ahead-curve?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220118&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3163819&article_id_list=3163781,3163775,3163777,3163820,3163819,3163814,3163800,3163561&tc=21&CMCampaignID=b0710be59acf1c801aceacf01c80a23e
https://www.scmp.com/economy/china-economy/article/3163820/china-urged-hurry-moves-stabilise-economy-stay-ahead-curve?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220118&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3163819&article_id_list=3163781,3163775,3163777,3163820,3163819,3163814,3163800,3163561&tc=21&CMCampaignID=b0710be59acf1c801aceacf01c80a23e
https://www.wsj.com/articles/chinas-population-barely-grew-in-2021-as-births-dropped-for-a-fifth-year-11642385947
https://www.wsj.com/articles/chinas-population-barely-grew-in-2021-as-births-dropped-for-a-fifth-year-11642385947
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economic growth.  Investors are therefore likely to be encouraged by Beijing’s steps to 

loosen monetary policy and lighten up a bit on its regulatory drive. 

 

United States-China:  The FBI and a U.S. investment-screening panel are investigating a 

Chinese government-backed investment company’s purchase of a 47% stake in a California 

manufacturer of small recreational, amphibious planes. 

• A group of U.S. shareholders has accused the Chinese firm of hollowing out the company 

and moving its technology to China.  The technology apparently has potential military 

applications. 

• The U.S. move is only the latest in a series of initiatives that underscore the threat to 

U.S.-China capital flows.  As we have argued previously, the clampdown on such flows 

is an increasing risk for investors. 

 

United Kingdom:  Prime Minister Johnson continues to face mounting pressure to resign 

because of last week’s news that he attended a “bring your own booze” party in the garden of 

Downing Street against his government’s social-distancing rules early in the pandemic. 

• Former chief advisor Dominic Cummings yesterday accused Johnson of lying to 

Parliament about the incident. 

• Tory Members of Parliament reportedly faced blistering criticism from constituents over 

the weekend, with many now openly calling for Johnson’s head. 

• Adding to the troubles, the latest polling puts the Tories 13 percentage points behind the 

opposition Labor Party. 

• Johnson’s fate will depend highly on an investigation conducted by a senior civil servant.  

Her report could come out as early as this week, depending on its conclusions and how it 

casts the incident. 

 

Yemen-United Arab Emirates:  Yemen’s Houthi rebels said they were behind yesterday’s 

drone and missile attacks on the United Arab Emirates, which killed three people.  The Houthis, 

who are backed by Iran, said they had targeted Abu Dhabi in retaliation for the UAE’s recent 

escalation of its support for the Yemeni government in a Saudi-led coalition.  The attack has 

sparked fears of wider violence in the region, adding to today’s jump in energy prices. 

 

Emerging Market Debt:  The World Bank issued a report saying a group of 74 less-developed 

countries will have to pay some $35 billion to official bilateral and private lenders in 2022, up 

about 45% from their required payments in 2020 (the last year for which figures are available). 

• The jump in debt costs reflects both the resumption of payments after some countries 

took advantage of a moratorium early in the coronavirus pandemic and a big increase in 

borrowings by some countries trying to cushion the blow from the pandemic. 

• For countries with dollar-denominated debt, the strength of the greenback will make it 

especially challenging to meet their debt service.  The risk of an emerging-market debt 

crisis remains elevated. 

 

https://www.wsj.com/articles/chinese-investment-in-u-s-plane-maker-draws-fbi-national-security-reviews-11642507206?mod=hp_lead_pos4
https://www.wsj.com/articles/chinese-investment-in-u-s-plane-maker-draws-fbi-national-security-reviews-11642507206?mod=hp_lead_pos4
https://www.ft.com/content/866b9152-e124-4742-9418-71001e4c25b5
https://www.ft.com/content/71030bda-a07d-40f9-8157-65964a423b4d
https://www.ft.com/content/71030bda-a07d-40f9-8157-65964a423b4d
https://www.wsj.com/articles/yemens-houthi-rebels-claim-suspected-drone-strikes-on-u-a-e-capital-11642416716?mod=hp_listb_pos2
https://www.wsj.com/articles/yemens-houthi-rebels-claim-suspected-drone-strikes-on-u-a-e-capital-11642416716?mod=hp_listb_pos2
https://www.ft.com/content/70f58398-8911-45d3-b1b0-cc16c4ac184d
https://www.ft.com/content/4b5f4b54-2f80-4bda-9df7-9e74a3c8a66a
https://www.ft.com/content/4b5f4b54-2f80-4bda-9df7-9e74a3c8a66a
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COVID-19:  Official data show confirmed cases have risen to 331,166,002 worldwide, with 

5,547,903 deaths.  In the U.S., confirmed cases rose to 66,456,516, with 851,730 deaths.  (For an 

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 have received at least their first shot totals 248,707,43.  The data show that 74.9% of 

the U.S. population has now received at least one dose of a vaccine, and 62.9% of the population 

is fully vaccinated. 

 

Virology 

• With the Omicron mutation continuing to spread rapidly, the seven-day average of new 

U.S. cases topped 800,000 for the first time over the weekend.  More important, the 

seven-day average of confirmed and suspected COVID-19 hospitalizations topped 

155,000 for the first time, putting high stress on the healthcare system.  Fortunately, 

however, falling rates of new infections in Europe and some parts of the U.S. suggest 

there may be a light at the end of the tunnel. 

• Data from Europe and the U.S. show there are more child admissions to hospitals in 

recent days than at any other time during the pandemic.  However, severe cases have 

remained rare in the youngest age groups, and Omicron infections generally look similar 

to other common respiratory illnesses. 

• In Japan, the government today reported over 30,000 new cases of COVID-19, marking a 

new record high for the pandemic.  The government is now preparing to put Tokyo and 

other prefectures under quasi-emergency measures to combat the Omicron variant. 

• In China, authorities again warned citizens that the coronavirus could be spread via mail 

and frozen foods after they were unable to pinpoint the origin of Beijing’s first case of the 

Omicron variant. 

o According to a Beijing municipal official, contact tracing of more than 16,000 of 

the patient’s contacts turned up no infections, but investigators found the virus on 

letters mailed to the patient from Toronto, Canada. 

o The World Health Organization says it is possible for people to become infected 

after touching contaminated surfaces or objects, but researchers generally believe 

that risk is very low. 

o As Chinese citizens tire of the government’s “zero COVID” policy, the 

suggestion that the Beijing case came from overseas will likely spark new 

concerns that China is trying to shift blame for the pandemic and make foreigners 

the scapegoats for the crisis.  If so, that would further poison the relationship 

between China and other major countries. 

• In Hong Kong, officials launched a probe into hamsters imported from the Netherlands 

after a fully vaccinated pet store employee tested positive for COVID-19. Several 

hamsters and a shopper also tested positive.  The city government said more than 1,000 

hamsters would be culled, and about 150 pet store visitors would be sent to government 

quarantine facilities. 

https://www.nytimes.com/live/2022/01/18/world/omicron-covid-vaccine-tests
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://www.wsj.com/articles/omicron-pushes-up-hospitalizations-though-pressures-ease-in-early-hot-spots-11642420219
https://www.wsj.com/articles/omicron-pushes-up-hospitalizations-though-pressures-ease-in-early-hot-spots-11642420219
https://www.ft.com/content/28be9d3f-0b12-4c33-bda9-fbff375c0b7e
https://www.ft.com/content/28be9d3f-0b12-4c33-bda9-fbff375c0b7e
https://www.japantimes.co.jp/news/2022/01/18/national/covid-cases-january-18/
https://www.wsj.com/articles/beijing-says-international-mail-is-possible-culprit-in-first-omicron-case-11642421284
https://www.wsj.com/articles/beijing-says-international-mail-is-possible-culprit-in-first-omicron-case-11642421284
https://www.ft.com/content/48bcaeea-4478-4cef-b728-60079e06cbd9
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• Responding to the new case in Beijing, the government announced that most Chinese 

citizens would not be allowed to attend the Winter Olympic Games to be held in the city 

starting in early February.  China had already barred foreign spectators from attending. 

• A new study shows vaccination “certificates” or “COVID passes” introduced in France, 

Germany, and Italy increased the vaccination rate in those countries by 13.0, 6.2, and 9.7 

percentage points, respectively. The effect was especially large among older population 

groups. 

 

Economic and Financial Market Impacts 

• New data shows that Texas, Arizona, Utah, and Idaho have now recovered all the jobs 

they lost at the start of the pandemic, leading to a trend that is expected to include another 

dozen states by the middle of this year. 

 

U.S. Economic Releases  

 

Manufacturing activity in New York State dipped unexpectedly in December, according to the 

Federal Reserve Bank of New York.  The Empire State Manufacturing Survey of General 

Business Conditions Index came in at -0.7, well below expectations of 25.0.  The deterioration of 

the index may be related to the surge of Omicron cases.  The measures of orders and shipments 

within the index retreated sharply in December as a surge of COVID-19 cases reduced the 

available staff needed to make deliveries.  Despite the declining index, manufacturers in New 

York remain optimistic about the future. 
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The chart above shows the level of the Empire State Business Conditions Index, along with its 

six-month moving average of 29.7. 

https://www.japantimes.co.jp/news/2022/01/18/asia-pacific/china-no-olympics-tickets-chinese-public/
https://www.japantimes.co.jp/news/2022/01/18/asia-pacific/china-no-olympics-tickets-chinese-public/
https://www.ft.com/content/d5f203a4-faef-4d18-98a0-d30fc16b6d9d
https://www.ft.com/content/d5f203a4-faef-4d18-98a0-d30fc16b6d9d
https://www.wsj.com/articles/texas-arizona-have-recovered-all-the-jobs-lost-when-covid-19-hit-11642501805
https://www.wsj.com/articles/texas-arizona-have-recovered-all-the-jobs-lost-when-covid-19-hit-11642501805
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The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 

 

EST Indicator Expected Prior Rating

16:00 Net Long-term TIC Flows m/m Nov $7.1b ***

16:00 Total Net TIC Flows m/m Nov $143.0b **

Economic Releases

Fed Speakers or Events

No Fed speakers or events today  
 

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. 

 
 

Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan BOJ Policy Balance Rate w/w 18-Jan -0.1% -0.1% -0.1% *** Equity and bond neutral

BOJ 10-Yr Yield Target w/w 18-Jan 0.0% 0.0% 0.0% * Equity and bond neutral

Industrial Production m/m Nov 7.0% 7.2% *** Equity and bond neutral

Capacity Utilization m/m Nov 8.0% 6.2% *** Equity bullish, bond bearish

Australia ANZ Roy Morgan Weekly Consumption w/w 16-Jan 97.9 106.0 *** Equity and bond neutral

New Zealand REINZ House Sales y/y Dec -29.4% -18.0% *** Equity bullish, bond bearish

EUROPE

Eurozone EU27 New Car Registrations m/m Dec -22.8% -20.5% * Equity and bond neutral

ZEW Survey Expectations m/m Jan 49.4 26.8 *** Equity bullish, bond bearish

Germany ZEW Survey Expectations m/m Jan 51.7 29.9 32.0 *** Equity bullish, bond bearish

ZEW Survey Current Situation m/m Jan -10.2 -7.4 -8.8 *** Equity and bond neutral

Italy CPI EU Harmonized y/y Dec 4.2% 4.2% 4.2% *** Equity and bond neutral

CPI FOI Index Ex Tobacco y/y Dec 106.2 105.7 *** Equity and bond neutral

Trade Balance Total m/m Nov 4163m 3888m ** Equity bullish, bond bearish

Trade Balance EU m/m Nov -60m 291m ** Equity bearish, bond bullish

UK Claimant Count Rate m/m Dec 4.7% 4.9% *** Equity bullish, bond bearish

Jobless Claims Change m/m Dec -43.3k -49.8k *** Equity and bond neutral

Average Weekly Earnings 3M y/y Nov 4.2% 4.9% 4.2% ** Equity and bond neutral

Weekly Earnings ex Bonus 3M y/y Nov 3.8% 4.3% 3.8% ** Equity and bond neutral

ILO Unemployment Rate 3Mths m/m Nov 4.1% 4.2% 4.2% *** Equity bullish, bond bearish

Employment Change 3M/3M m/m Nov 60k 149k 125k *** Equity bearish, bond bullish

Payrolled Employees Monthly Change m/m Dec 184k 257k 130k ** Equity and bond neutral

Switzerland Producer and Import Prices y/y 3Q 5.1% 5.8% ** Equity and bond neutral

Russia Wellbeing Fund m/m Dec $182.6b $185.2b * 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. 
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Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 24 24 0 Down

3-mo T-bill yield (bps) 12 12 0 Neutral

TED spread (bps) 13 12 1 Neutral

U.S. Libor/OIS spread (bps) 18 19 -1 Down

10-yr T-note (%) 1.81 1.79 0.02 Down

Euribor/OIS spread (bps) -56 -57 1 Neutral

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Flat Neutral

Pound Down Neutral

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. 

 
 

Price Prior Change Explanation

Brent $87.56 $86.48 1.25%

WTI $85.25 $83.82 1.71%  

Natural Gas $4.32 $4.26 1.34%  

Crack Spread $21.13 $21.20 -0.31%

12-mo strip crack $21.70 $21.86 -0.74%

Ethanol rack $2.27 $2.27 0.10%

Gold $1,810.79 $1,819.23 -0.46%

Silver $22.87 $23.02 -0.66%

Copper contract $439.45 $442.05 -0.59%

Corn contract $592.25 $596.25 -0.67%

Wheat contract $750.75 $741.50 1.25%

Soybeans contract $1,356.75 $1,369.75 -0.95%

Baltic Dry Freight 1,731            1,764            -33

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

The 6-10 day and 8-14-day forecasts currently call for warmer-than-normal temperatures along 

the West Coast and in the Rocky Mountain regions, with cooler-than-normal temperatures 

throughout the entire Eastern half of the country.  The forecasts call for wet conditions in the 

Rocky Mountain, with dry conditions throughout most of the country.  
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Data Section 
 

U.S. Equity Markets – (as of 1/14/2022 close) 
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Utilities
S&P 500

Materials
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Consumer Staples
Industrials
Financials

Energy
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Financials

Real Estate

Materials

Utilities

Industrials

Consumer Discretionary

Healthcare

S&P 500

Consumer Staples

Communication Services

Technology

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 1/14/2022 close) 

 

-6.0% -4.0% -2.0% 0.0% 2.0%

Real Estate

Growth

Small Cap

US Corporate Bond

Large Cap

US Government Bond

Mid Cap

US High Yield

Foreign Developed (local currency)

Cash

Foreign Developed ($)

Value

Emerging Markets (local currency)

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 

 

January 13, 2022 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 1/12/2022 = 22.7x

 
 

Based on our methodology,1 the current P/E is 22.7x, down from last week’s 23.1x.  The decline 

in the multiple is due to lower index 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 (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. 


