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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: January 25, 2022—9:30 AM EST] Global equity markets are generally lower this 

morning. In Europe, the EuroStoxx 50 is currently up 0.7% from its prior close. In Asia, the 

MSCI Asia Apex 50 closed 1.6% lower.  Chinese markets were lower, with the Shanghai 

Composite down 2.6% from its prior close and the Shenzhen Composite down 3.3%. U.S. equity 

index futures are signaling a lower open. With 68 companies having reported, the S&P 500 Q4 

2021 earnings stand at $52.20, lower than the $52.34 forecast for the quarter.  The forecast 

reflects a 21.7% increase from Q4 2020 earnings.  Thus far this quarter, 79.4% of the companies 

have reported earnings above forecast, while 19.1% 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 (1/18/2022) (with associated podcast): “What Would a 

U.S.-China War Look Like?” 

• Weekly Energy Update (1/21/2022): Oil prices are being supported by geopolitical 

tensions in Europe and the Middle East.  

• 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 (1/24/2022) (with associated podcast): “Real Income versus 

the Wealth Effect; What is Driving Consumption?” 

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

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

 

Today’s Comment opens with a rather lengthy discussion of the Russia-Ukraine crisis and what it 

may mean for the geopolitical trends of the last several decades.  We show that the crisis has the 

potential (though not the certainty) of rolling back some of NATO’s weakening and some of the 

U.S.’s moves away from its role as global hegemon.  We next discuss potentially market-moving 

developments in the U.S. and worldwide.  We close with an update on the coronavirus pandemic. 

 

Russia-Ukraine:  President Biden, NATO Secretary Stoltenberg, European Commission 

President von der Leyen, European Council President Michel, French President Macron, German 

Chancellor Scholz, Italian Prime Minister Draghi, Polish President Duda, and British Prime 

Minister Johnson held a video meeting yesterday afternoon regarding Russia’s military buildup 

on its border with Ukraine.  Although the leaders agreed that their priority would be to try 
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https://www.confluenceinvestment.com/wp-content/uploads/2022_Outlook_Year_of_Fat_Tails.pdf
https://www.wsj.com/articles/nato-to-send-ships-jet-fighters-to-eastern-europe-amid-standoff-with-russia-11643026393?mod=hp_lead_pos1
https://www.wsj.com/articles/nato-to-send-ships-jet-fighters-to-eastern-europe-amid-standoff-with-russia-11643026393?mod=hp_lead_pos1


 

 

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

www.confluenceinvestment.com 

 2 

diffusing the crisis through diplomacy, they also pledged to do whatever is necessary to protect 

the country’s sovereignty and prevent Russia from changing Europe’s borders by force. 

• In the U.S., the Department of Defense ordered 8,500 troops to prepare for deployment to 

Europe, where they would probably first be sent to Western European bases to avoid 

giving Russia a pretext for war.  They could then be sent to NATO’s eastern frontiers if 

necessary.  Other NATO members also continue deploying troops, aircraft, ships, and 

other military assets eastward, with the U.K. being especially assertive. 

• After the Russian military said it would launch a series of naval drills in various places 

around the globe, NATO late Friday announced an unscheduled, 12-day naval exercise in 

the Mediterranean, including the aircraft carrier USS Harry S. Truman.  U.S. Defense 

Secretary Austin said the unscheduled drills intended to provide “reassurance” to the 

Europeans. 

• To support Ukraine’s economy, Von der Leyen said the EC would make a loan package 

equivalent to $1.36 billion available, of which half would be distributed quickly, while 

the other half would be disbursed over time. 

o Brussels will also double the grants given to Ukraine this year, providing an 

additional $140 million or so to Kyiv. 

o Von der Leyen said EU officials would soon start work on a second, larger loan 

package to help Ukraine meet its future funding needs. 

• Although this crisis is still in its early days, it is already clear that it could have major 

implications for post-Cold War geopolitics.  Ever since the Cold War ended with the 

dissolution of the Soviet Union in 1991, many people have believed Russia was tamed 

and defanged, NATO had lost its purpose, and the U.S. had tired of the costs of its 

traditional role as global hegemon, especially since it no longer had a common threat to 

rally the Western democracies around and expended so much blood and treasure in its 

War on Terrorism.  Putin’s gambit to wring concessions from the West by threatening 

Ukraine has the potential to backfire on him and reverse all those trends. 

o Putin’s menacing military buildup, following up on his smaller-scale aggressions 

against Georgia in 2008 and Crimea in 2014, has clarified for many Europeans 

and Americans that authoritarian Russia is again a major global threat.  Western 

acquiescence and appeasement following those earlier transgressions probably 

only served to embolden the Russian leadership.  If Russia now successfully takes 

over all or part of Ukraine, it would gain additional manpower, industrial 

capacity, and natural resources to make it even more powerful and dangerous. 

o The Russian threat to Ukraine and the rest of Eastern Europe is spookily 

reminiscent of the Soviet threat that NATO was first designed to counter.  Indeed, 

NATO’s organizational structure, operational habits, culture, and methods remain 

supremely well designed to counter today’s Russian threat, i.e., the threat of 

masses of heavy armor rolling westward across the plains of Europe.  It is easy to 

imagine that Putin’s threatening buildup has already given NATO a new lease on 

life.  Putin’s stance has renewed debate in Sweden and Finland about joining 

NATO in order to protect themselves from Russia. 

o Just as important, it appears so far that U.S. leaders have stepped comfortably into 

the shoes of global leadership that so many of their predecessors broke in during 

the long years of the Cold War and U.S. global hegemony.  Today’s U.S. foreign 

https://www.wsj.com/articles/pentagon-places-hundreds-of-troops-on-standby-for-deployment-to-eastern-europe-in-standoff-with-russia-11643051349?mod=article_inline
https://www.wsj.com/articles/pentagon-places-hundreds-of-troops-on-standby-for-deployment-to-eastern-europe-in-standoff-with-russia-11643051349?mod=article_inline
https://www.ft.com/content/5b68d1a1-ed2d-4d65-b8ba-38c3fde0227f
https://www.dw.com/en/nato-to-hold-major-naval-drills-in-the-mediterranean-sea/a-60521598?utm_source=POLITICO.EU&utm_campaign=dcd0de9078-EMAIL_CAMPAIGN_2022_01_24_05_20&utm_medium=email&utm_term=0_10959edeb5-dcd0de9078-190480045
https://www.dw.com/en/nato-to-hold-major-naval-drills-in-the-mediterranean-sea/a-60521598?utm_source=POLITICO.EU&utm_campaign=dcd0de9078-EMAIL_CAMPAIGN_2022_01_24_05_20&utm_medium=email&utm_term=0_10959edeb5-dcd0de9078-190480045
https://www.ft.com/content/f30ab615-19ce-417d-8b35-abbf80e088fb
https://www.ft.com/content/f30ab615-19ce-417d-8b35-abbf80e088fb
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policy leaders have generally been schooled in the great-power competition of the 

last century.  Not only do they know what to do in this situation, but the U.S. and 

NATO foreign policy establishments have a lot of “muscle memory” on how to 

respond to a great-power, authoritarian threat.  Moreover, it’s notable that the 

domestic U.S. political class is relatively unified in its support of a firm stance 

against Russia’s aggression. There is still plenty of time for U.S. officials to miss 

this opportunity.  For now, however, they seem to have a chance to rebuild the 

symbiotic relationship between a strong, dominant, unified U.S. and its coterie of 

willing allies who recognize the need to defer to their protector. 

o The high volatility in global financial markets in recent weeks still probably owes 

much more to impending interest-rate hikes by major central banks than to the 

Russia-Ukraine crisis (see below).  However, increased geopolitical tensions 

always create the risk of accident, miscalculation, and war, which would clearly 

have an overwhelming impact on the markets if it occurred.  If the crisis reversed 

some of the geopolitical trends and domestic political fracturing that have been so 

prevalent in recent years, it would have major longer-term ramifications for the 

economy and financial markets as well, but at this point, it’s still not clear 

whether that will be the case. 

 

Global Energy Markets:  According to the latest data from the International Energy Agency, 

the OPEC+ group of major crude oil exporters is currently producing some 790,000 barrels per 

day less than its stated target.  The output shortfall is softening the impact of the group’s steadily 

rising production goals and helping keep oil prices high. 

• More broadly, we continue to believe that shortfalls in new exploration and oil field 

development will keep a lid on new supply and help buoy prices over the longer term. 

• Since Russia is a major oil producer, any further escalation of tensions over Ukraine 

could also give a shorter-term jolt to crude prices. 

 

U.S. Monetary Policy:  Fed officials today begin a two-day policy meeting, after which Chair 

Powell is expected to confirm that the central bank’s asset purchase program will end by March 

and set the stage for a new round of interest-rate hikes.  As if that isn’t unsettling enough for the 

financial markets, some policymakers’ statements have recently sounded almost panicky about 

inflation, creating uncertainty about how fast or how far they will hike rates. 

• We suspect the growing concerns about a panicked Fed were the key reason for 

yesterday’s extreme volatility across financial markets.  The huge swing in risk-asset 

prices—including the 1,200-point swing in the Dow—is evidence of just how hard it’s 

proving for investors to figure out how to make this transition out of the pandemic world. 

• Despite the positive tenor for risk assets by the end of the day yesterday, we expect 

volatility could remain in the markets for some time, at least until there is greater clarity 

on just how far the Fed will go in terms of monetary tightening. 

 

U.S. Environmental Regulation:  In an interview with the Wall Street Journal, EPA 

Administrator Regan said he would propose tougher environmental regulations on electric 

utilities in the coming months, including tighter limits on greenhouse gas and mercury emissions, 

as well as new restrictions on wastewater releases.  

https://www.wsj.com/articles/opec-russian-oil-output-increases-fall-short-of-promises-stoking-prices-11643108001?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/opec-russian-oil-output-increases-fall-short-of-promises-stoking-prices-11643108001?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/fed-steps-up-deliberations-on-shrinking-its-9-trillion-asset-portfolio-11643020203
https://www.wsj.com/articles/inflation-poses-risks-of-faster-less-predictable-fed-rate-increases-11642946403
https://www.wsj.com/articles/new-epa-rules-to-target-power-plant-pollution-11643112003?mod=hp_featst_pos3
https://www.wsj.com/articles/new-epa-rules-to-target-power-plant-pollution-11643112003?mod=hp_featst_pos3
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United Kingdom:  London police have launched an investigation into multiple parties held at 

Downing Street over the last two years in violation of pandemic social-distancing rules. 

• Prime Minister Johnson was already facing a civil-service investigation into reports he 

attended a “bring your own booze” party in violation of the rules early in the pandemic. 

• The civil-service investigation had the potential to unseat Johnson, given that it made his 

administration look like they didn’t have to follow the rules that everyone else had to.  

The new police investigation will now postpone the findings of that report, but when its 

findings are published, it could be an even bigger blow to the prime minister because it 

could show actual lawbreaking. 

 

Turkey:  Faced with a cold snap that increased heating demand and technical disruptions in 

natural gas imports, the government has imposed power cuts for major industrial users.  The 

power cuts have already shut down some major manufacturing plants and threaten to exacerbate 

Turkey’s soaring inflation. 

 

China:  In another sign that President Xi is continuing to crack down on private technology 

businesses, the Cyberspace Administration of China has ordered internet providers to “purify” 

online content in preparation for the Lunar New Year.  The directive instructs officials to sweep 

away “illegal content and information” and target celebrity fan groups, online abuse, money 

worship, child influencers, and the homepages of media sites. 

 

North Korea:  The South Korean military said North Korea launched what were apparently two 

land-based cruise missiles today, marking the country’s fifth weapons test of the month as it 

agitates for attention and new sanctions relief. 

 

Colombia:  Ingrid Betancourt, the former congresswoman and senator famously kidnapped by 

FARC rebels during her 2002 run for the presidency and held for six years, announced she will 

run in this year’s presidential election.  She will compete in a center-left coalition’s primary in 

March and, if successful, will go on to the presidential vote in May. 

 

Burkina Faso:  The president of Burkina Faso has been overthrown by a group of soldiers in the 

third military coup in west Africa in eight months. 

 

COVID-19:  Official data show confirmed cases  355,407,404 worldwide, with 5,606,771 

deaths.  In the U.S., confirmed cases rose to 71,709,939, with 868,514 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 250,964,433.  The data show that 75.6% 

of the U.S. population has now received at least one dose of a vaccine, and 63.4% of the 

population is fully vaccinated. 

 

• The seven-day average of people in U.S. hospitals with confirmed or suspected 

coronavirus declined for the fourth consecutive day to 156,042 on Monday.  The 

continuing declines confirm the spike caused by the highly transmissible Omicron 

https://www.ft.com/content/8f849ae3-d8d0-4460-bf1e-43a35acb2ec1
https://www.ft.com/content/8f849ae3-d8d0-4460-bf1e-43a35acb2ec1
https://www.ft.com/content/65fd1e40-c2cc-4098-81fc-2f3cbe3f66cf
https://www.ft.com/content/285059f7-3f0e-4083-b01f-02e48eccff88
https://www.ft.com/content/285059f7-3f0e-4083-b01f-02e48eccff88
https://www.wsj.com/articles/north-korea-launches-suspected-cruise-missiles-11643102172
https://www.wsj.com/articles/north-korea-launches-suspected-cruise-missiles-11643102172
https://www.ft.com/content/16200884-9854-4b98-a48d-0388f53218ac
https://www.ft.com/content/16200884-9854-4b98-a48d-0388f53218ac
https://www.ft.com/content/fec69667-c9f6-4c14-bc9c-ad2887d0f310
https://www.nytimes.com/live/2022/01/25/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/covid-19-hospitalizations-continue-to-fall-in-u-s-11643112218
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mutation is now in retreat, providing welcome relief to the over-stressed healthcare 

system. 

• Pfizer (PFE, $51.54) and partner BioNTech (BNTX, $150.98) said they launched clinical 

trials of a vaccine specifically targeted at the Omicron mutation.  The move signals a 

potential shift in which vaccine makers focus on targeted shots rather than general ones. 

• According to an official with the COVAX vaccine initiative, which was set up to ensure 

COVID-19 shots reach the world’s poorest people, the organization is unable to accept 

new dose donations because it has nearly exhausted the funds needed to buy crucial 

accessories, including syringes. 

• If you thought the post-pandemic labor shortage was limited to the U.S., think again.  

Even in Europe, with its long history of high unemployment, the shortage of workers has 

gotten so bad that some employers are offering cash bonuses just to interview for a job. 

 

U.S. Economic Releases  
 

Low interest rates supported higher home prices in November, according to the Federal Home 

Financing Agency. Nationally, the house price index rose 1.1% from the prior month compared 

to expectations of 1.0%.  Additionally, the S&P CoreLogic Case-Shiller Home Price Index 

showed a similar rise in national home prices. The national index rose 1.18% from the previous 

month, while the top-20 index rose 0.99% during the same period. 

 

 
 

The chart above shows the annual change in the national and top-20 city S&P CoreLogic Case-

Shiller Home Price Index. National home prices rose 18.81% from the prior year, while the top-

20 cities index rose 18.29%.  

 

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

https://www.ft.com/content/660a8d64-7e60-45fc-8fa9-fd59f543f815
https://www.ft.com/content/660a8d64-7e60-45fc-8fa9-fd59f543f815
https://www.ft.com/content/d8506581-81a3-4cd2-bf3c-073eca9a0ae4
https://www.ft.com/content/d8506581-81a3-4cd2-bf3c-073eca9a0ae4
https://www.ft.com/content/73a589fa-e115-4286-9f8a-610f6da7cf1a
https://www.ft.com/content/73a589fa-e115-4286-9f8a-610f6da7cf1a
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EST Indicator Expected Prior Rating

10:00 Conf. Board Consumer Confidence m/m Jan 111.2 115.8 ***

10:00 Conf. Board Expectations m/m Jan 96.9 ***

10:00 Conf. Board Present Situation m/m Jan 144.1 ***

10:00 Richmond Fed Manufact. Index m/m Jan 14.0 16.0 **

EST Speaker or event

9:30 FOMC Begins Two-Day Meeting

Economic Releases

Fed Speakers or Events

District or position

Federal Reserve Board  
 

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 Tokyo Condominiums for Sale y/y Dec -9.7% 95.4% ** Equity and bond neutral

Nationwide Dept Sales y/y Dec 8.8% 8.1% ** Equity and bond neutral

Tokyo Dept Store Sales y/y Dec 11.1% 10.0% * Equity and bond neutral

New Zealand Performance Services Index m/m Dec 49.7 46.5 *** Equity and bond neutral

Australia ANZ Roy Morgan Consumer Confidence w/w 23-Jan 100.1 97.9 *** Equity bullish, bond bearish

CPI y/y 4Q 3.5% 3.0% 3.2% *** Equity bearish, bond bullish

NAB Business Conditions m/m Dec 8.0 12.0 ** Equity bearish, bond bullish

NAB Business Confidence m/m Dec 12.0 12.0 ** Equity and bond neutral

EUROPE

Germany IFO Business Climate m/m Jan 95.7 94.7 94.5 *** Equity bullish, bond bearish

IFO Current Assessment m/m Jan 96.1 96.9 96.1 *** Equity and bond neutral

IFO Expectations m/m Jan 95.2 92.6 93.0 *** Equity bullish, bond bearish

UK Public Finances (PSNCR) m/m Dec 18.1b 37.0b * Equity bearish, bond bullish

Central Government NCR m/m Dec 16.3b 13.1b * Equity and bond neutral

Public Sector Net Borrowing m/m Dec 16.1b 16.6b 16.1b * Equity and bond neutral

PSNB ex Banking Groups m/m Dec 16.8b 17.4b 18.5b * Equity bearish, bond bullish

CBI Trends Total Orders m/m Jan 24.0 24.0 22.0 ** Equity and bond neutral

CBI Trends Selling Prices m/m Jan 66.0 62.0 63.0 ** Equity bullish, bond bearish

CBI Business Optimism m/m Jan -9.0 2.0 8.0 ** Equity and bond neutral

AMERICAS

Brazil FGV Consumer Confidence m/m Jan 74.1 75.5 *** Equity and bond neutral

Mexico Economic Activity IGAE y/y Nov 1.66% -0.67% 0.90% *** Equity bullish, bond bearish  
 

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) 26 26 0 Down

3-mo T-bill yield (bps) 15 18 -3 Neutral

TED spread (bps) 11 8 3 Neutral

U.S. Libor/OIS spread (bps) 20 19 1 Down

10-yr T-note (%) 1.79 1.77 0.02 Down

Euribor/OIS spread (bps) -54 -55 1 Neutral

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Down 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 $87.16 $86.27 1.03% Demand Optimism

WTI $84.03 $83.31 0.86%  

Natural Gas $3.93 $4.03 -2.38%  

Crack Spread $20.61 $20.33 1.36%

12-mo Strip Crack $21.13 $20.97 0.79%

Ethanol Rack $2.27 $2.27 0.10%

Gold $1,838.55 $1,843.06 -0.24%

Silver $23.74 $23.99 -1.05%

Copper contract $440.00 $441.25 -0.28%

Corn contract $621.00 $621.00 0.00%

Wheat contract $811.00 $800.50 1.31%

Soybeans contract $1,404.25 $1,403.00 0.09%

Baltic Dry Freight 1,391            1,415            -24

Actual Expected Difference

Crude (mb) 1.0

Gasoline (mb) 1.9

Distillates (mb) -1.2

Refinery run rates (%) -0.40%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 

 

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

throughout the eastern third of the country and the South, with cooler-than-normal temperatures 

for the rest of the country. The forecasts call for wet conditions for most of the country, with dry 

conditions in southern New Mexico.  



 

 

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

www.confluenceinvestment.com 

 8 

Data Section 
 

U.S. Equity Markets – (as of 1/24/2022 close) 

 

  
-20.0% -10.0% 0.0% 10.0% 20.0%

Technology
Consumer Discretionary

Real Estate
Healthcare

S&P 500
Materials

Communication Services
Utilities

Industrials
Financials

Consumer Staples
Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0% 2.0%

Utilities

Healthcare

Consumer Staples

Materials

Real Estate

S&P 500

Financials

Technology

Industrials

Energy

Communication Services

Consumer Discretionary

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 1/24/2022 close) 

 

-15.0% -10.0% -5.0% 0.0% 5.0% 10.0%

Growth

Small Cap

Real Estate

Large Cap

Mid Cap

Foreign Developed ($)

Foreign Developed (local currency)

US Corporate Bond

Value

US Government Bond

US High Yield

Emerging Markets (local currency)

Emerging Markets ($)

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 as of 1/19/2022 = 22.6x

 
 

Based on our methodology,1 the current P/E is 22.6x, down 0.1x from last week.  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. 


