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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: July 20, 2022—9:30 AM EDT] Global equity markets are higher this morning. In 

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

Apex 50 Index closed up 1.3%. Chinese markets were higher, with the Shanghai Composite 

rising 0.8% from its prior close and the Shenzhen Composite closing up 0.7%. U.S. equity index 

futures are signaling a higher open.  With 51 companies having reported, the S&P 500 Q2 2022 

earnings stand at $55.80, higher than the $55.26 forecast for the quarter. The forecast reflects a 

4.3% increase from Q2 2021 earnings. Thus far this quarter, 70.6% of the companies have 

reported earnings above forecast, while 21.6% have reported earnings below forecast. 
 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

 

• Bi-Weekly Geopolitical Report (7/18/2022) (with associated podcast): “The Pandemic's 

Impact on Inequality” 

• Weekly Energy Update (7/14/2022): We take a look at gasoline demand, the president’s 

trip to the Middle East, and recap the weekly data.   

• Asset Allocation Quarterly - Q2 2022 (4/21/2022): Discussion of our asset allocation 

process, Q2 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (7/11/2022) (with associated podcast): “The ECB Dilemma” 

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

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

(7/12/2022) 

• Charts Worth Noting: We look at the Annual Percentage Change in CPI which showed 

that the price of goods and services accelerated at its fastest pace in over four decades. 

 

Our Comment today opens with an update on the Russia-Ukraine war.  Both sides in the war 

appear to be ramping up their attacks again, but the key developments today revolve around 

Europe’s intensifying efforts to prepare for a complete cut-off of Russian natural gas supplies.  

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

affect the financial markets today, including an important decision by Italian Prime Minister 

Draghi to rescind his resignation offer from last week if the parties in his unity government 

accept his economic reforms. 

 

 

Daily Comment 
 

By Patrick Fearon-Hernandez, CFA, 

and Thomas Wash 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_07_18_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_July_14_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_July_14_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q222.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Jul_11_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/wp-content/uploads/2022_Outlook_Update2_Jul2022.pdf


 

 

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

www.confluenceinvestment.com 

 2 

Russia-Ukraine:  In Ukraine’s eastern Donbas region, Russian forces are once again staging 

modest, localized ground attacks under the cover of artillery fire and making slow, creeping 

territorial gains, but Ukrainian forces are putting up stiff resistance with the aid of new weapons 

from the West.  The Ukrainians continue to show signs of preparing for a significant 

counteroffensive to retake the southern city of Kherson by using advance Western missile 

systems to strike a bridge linking that occupied city to other Russian forces on the south side of 

the Dnieper River.  Meanwhile, nationalist military bloggers in Russia are increasingly 

pressuring the Kremlin to fully mobilize the country and to focus on much more extensive war 

aims.  Although Russian President Putin could choose to ignore those calls, there is some chance 

that he could use them to provide political cover for a more extensive mobilization and a shift 

back to maximalist war aims.  Separately, the White House warned that Russia is preparing to 

annex the Ukrainian territory it occupies by autumn.  A likely date for a sham referendum in the 

occupied territory is September 11, which is a unified election date for provincial and local 

elections in Russia. 

• Amid fears that Russia won’t restart its deliveries of natural gas to Western Europe after 

the Nord Stream 1 pipeline ends its maintenance outage tomorrow, President Putin last 

night hinted that the country’s exports will begin again on Friday.  However, he noted 

that gas deliveries could soon be cut to just 20% of capacity if sanctioned pipeline 

equipment from the West isn’t delivered – a likely pretext for further energy blackmail in 

the future. 

• As the European Commission becomes more convinced that Russia could completely cut 

off its natural gas exports to retaliate for the West’s support of Ukraine, it today proposed 

new emergency powers allowing it to force EU countries to reduce their gas consumption 

in the event of devastating supply shortages. 

o The plan calls for EU countries to voluntarily curb their gas consumption by 15% 

over the next eight months to help build inventories for the winter heating season.  

It also calls for countries to set priorities to determine which industrial sectors will 

be most affected.  Energy-reduction targets could become binding if voluntary 

actions aren’t enough to prevent a shortage. 

o The plan also promotes switching from natural gas to alternative energy sources 

including nuclear and coal, setting up auctions that could compensate companies 

for using less gas, and setting mandatory limits on heating and air conditioning in 

public buildings. 

• In other fallout from Europe’s impending war-related energy crisis, the German 

government has asked the country’s electricity providers to run stress tests to see if they 

could guarantee adequate power supplies if Russia cuts off its gas exports this winter.  

The government's deputy spokesperson confirmed that the results of the stress test could 

justify extending the life of the country’s three remaining nuclear power plants beyond 

their scheduled shutdown at the end of the year. 

o Germany’s apparent policy shift toward keeping its nuclear plants open highlights 

one massively important implication of the war:  with the world’s new focus on 

energy security, many countries may now adopt an “all of the above” energy 

https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-july-19
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-july-19
https://www.wsj.com/articles/ukraine-targets-key-bridge-as-it-prepares-counteroffensive-in-south-11658313958
https://www.wsj.com/articles/ukraine-targets-key-bridge-as-it-prepares-counteroffensive-in-south-11658313958
https://www.ft.com/content/b3a949a6-cb76-481a-bcf1-cd2588ccf70d
https://www.ft.com/content/b3a949a6-cb76-481a-bcf1-cd2588ccf70d
https://www.wsj.com/articles/vladimir-putin-says-russia-will-honor-gas-commitments-but-warns-of-new-nord-stream-curbs-11658308388?mod=breakingnews&mod=article_inline
https://www.wsj.com/articles/europe-rolls-out-plan-to-ration-natural-gas-if-russia-tightens-taps-11658301772?mod=article_inline
https://www.wsj.com/articles/europe-rolls-out-plan-to-ration-natural-gas-if-russia-tightens-taps-11658301772?mod=article_inline
https://www.wsj.com/articles/europe-rolls-out-plan-to-ration-natural-gas-if-russia-tightens-taps-11658301772?mod=article_inline
https://www.ft.com/content/e7538ebf-19c5-4315-b130-18766d3ef091
https://www.ft.com/content/e7538ebf-19c5-4315-b130-18766d3ef091
https://www.politico.eu/article/germany-leaves-backdoor-open-for-extending-nuclear-power-use-amid-energy-crisis/?utm_source=POLITICO.EU&utm_campaign=343373fa61-EMAIL_CAMPAIGN_2022_07_19_04_15&utm_medium=email&utm_term=0_10959edeb5-343373fa61-190480045
https://www.politico.eu/article/germany-leaves-backdoor-open-for-extending-nuclear-power-use-amid-energy-crisis/?utm_source=POLITICO.EU&utm_campaign=343373fa61-EMAIL_CAMPAIGN_2022_07_19_04_15&utm_medium=email&utm_term=0_10959edeb5-343373fa61-190480045
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policy emphasizing a diversified portfolio of energy-producing assets, rather than 

shifting wholesale to renewable energy sources like wind and solar. 

o The new-found appreciation for traditional energy sources like oil, natural gas, 

and uranium is a key reason why we remain bullish on commodities in the coming 

years. 

o In the near term, the evolving energy crisis is driving home the risk that Europe’s 

economy and financial markets are likely to face enormous headwinds in the 

coming months, with negative implications for European stocks and currencies. 

• In still more economic fallout from the war, the Ukrainian government today plans to ask 

foreign private creditors to allow a two-year repayment moratorium on $3 billion of its 

outstanding Eurobonds.  Qualifying as a debt default, the move would amount to the first 

step in restructuring Ukraine’s foreign-owned sovereign debt. 

 

Western Europe:  Britain and the rest of Western Europe continue to suffer through a massive 

heat wave and wildfire outbreak, with the U.K. recording a record high temperature of 104.5° F 

and the death toll in Portugal reaching 659.  Since a lot of European infrastructure was never 

designed or maintained for such heat, it has been a particular source of disruption.  For example, 

the British government has had to shut down warping roads and airport runways. 

 

Italy:  In a more positive note for Europe today, Prime Minister Draghi announced in parliament 

that he would be willing to rescind the resignation request he made to President Mattarella last 

week, but only if the parties in his broad unity government stop creating hurdles to his reform 

agenda.  Votes in parliament later today and tomorrow will now serve as de facto votes of 

confidence in his leadership. 

• In the days since Draghi made his resignation request last week, thousands of ordinary 

Italians, including more than 1,800 mayors, business associations, medical professionals, 

and Rome’s European allies, have publicly appealed for Draghi to stay and help lead the 

country through the challenges unleashed by the war in Ukraine.  As Draghi probably 

intended, the outpouring of support may have chastened the squabbling party leaders in 

his coalition, forcing them to support the government for at least a bit longer. 

• If Draghi had resigned, or if he loses the confidence votes this week and his government 

falls, Italy will face new elections sometime in the autumn.  Current polling suggests that 

right-wing, populist, and eurosceptic parties would win that election and form a new 

government, threatening Europe’s economic stability and its support for Ukraine. 

• If Draghi remains in power as now seems likely, at least until the regularly scheduled 

elections in June 2023, there will be less selling pressure on Italian bonds, and Italian 

yield spreads could be relatively contained.  That, in turn, would give the ECB more 

leeway to hike interest rates at its policy meeting tomorrow, which is critical in its fight 

against inflation. 

 

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

minister, a vote of parliamentary party members yesterday eliminated Former Equities Minister 

https://www.ft.com/content/99bc22f4-88de-4dda-8eae-dfa7a2c9add5
https://www.ft.com/content/99bc22f4-88de-4dda-8eae-dfa7a2c9add5
https://www.wsj.com/articles/europes-record-breaking-heat-wave-scorches-the-continent-11658312621?mod=hp_lead_pos11
https://www.wsj.com/articles/europes-record-breaking-heat-wave-scorches-the-continent-11658312621?mod=hp_lead_pos11
https://www.ft.com/content/5a00ff7d-de97-4866-b876-8ea681c38d39
https://www.ft.com/content/d6236cc5-5bf6-43c0-bbc9-2c8102dce16f
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Kemi Badenoch.  The remaining candidates now are Former Chancellor Rishi Sunak (118 votes 

yesterday), Trade Minister Penny Mordaunt (92 votes), and Foreign Minister Liz Truss (86 

votes). 

• Further votes are scheduled for today to whittle the field down to just two candidates.  At 

that point, the remaining candidates will have several weeks to campaign before a poll of 

the broad party membership at the end of the summer. 

• A poll of Tory activists last week found that both Mordaunt and Truss would beat Sunak 

in a head-to-head race, since many conservatives dislike Sunak’s record as a tax-raising 

chancellor and his perceived disloyalty to Johnson.  However, Sunak could yet pull out a 

victory on the belief that he would be more competitive in a future general election. 

 

Chinese Real Estate Sector:  Hundreds of landscapers, construction companies, sculpture-

makers, and other suppliers to the real estate sector have complained that they can no longer 

afford to pay their bills because some financially strapped developers still owe them money.  The 

outcry comes just days after the government ordered increased lending to troubled developers so 

they can deliver long-delayed housing units to their buyers and preempt a threatened payment 

strike.  If the government now orders still more bank lending to allow developers to pay their 

suppliers, it will confirm that the government is prioritizing economic stability over reining in 

the sector’s debt levels in the runup to the Communist Party’s 20th National Congress in October. 

 

Australia:  In an ominous sign for central bank independence around the world, the Australian 

government has launched a probe into the Reserve Bank of Australia’s delay in raising interest 

rates as inflation surged out of control.  The review will consider the performance of the central 

bank, its board composition, and its inflation targeting strategy, potentially inspiring similar 

probes (and political meddling) in other countries that have suffered high inflation. 

 

Sri Lanka:  Parliament today elected unpopular six-time Prime Minister Ranil Wickremesinghe 

as the country’s new president, risking further protests that could complicate urgent bailout talks 

with the IMF. 

 

Panama:  Despite its long history of stability, in part because its currency is pegged to the 

dollar, Panama is facing a wave of mass protests over soaring price inflation and government 

corruption.  As in much of the developing world, rising food and fuel costs are a key reason for 

the unrest. 

 

United States-Mexico:  According to the Wall Street Journal, “the [Biden administration] today 

launched a trade fight against Mexico, accusing President Andrés Manuel López Obrador’s 

government of favoring its state-owned utility and oil company at the expense of American 

businesses.  The U.S. is seeking dispute settlement consultations under the U.S.-Mexico-Canada 

Agreement—the first step in what could lead to tariffs on a range of Mexican products.” 

 

U.S. Technology Sector:  Last night, the Senate passed the U.S. International Competitiveness 

Act (USICA), which aims to bolster the country’s competitiveness in key technology industries 

and reduce dependence on foreign suppliers.  A key provision would provide roughly $52 billion 

in subsidies to encourage chip companies to boost production in the U.S. 

https://www.ft.com/content/d6236cc5-5bf6-43c0-bbc9-2c8102dce16f
https://www.caixinglobal.com/2022-07-19/suppliers-of-delinquent-developers-complain-they-cant-pay-their-bills-101915192.html?utm_source=substack&utm_medium=email
https://www.caixinglobal.com/2022-07-19/suppliers-of-delinquent-developers-complain-they-cant-pay-their-bills-101915192.html?utm_source=substack&utm_medium=email
https://www.ft.com/content/1d0b0a8f-ef8e-4a2e-aa8f-ee9207242834
https://www.ft.com/content/1d0b0a8f-ef8e-4a2e-aa8f-ee9207242834
https://www.ft.com/content/c37d9dd8-ca47-4d20-b83e-83daa6786b4d
https://www.ft.com/content/c37d9dd8-ca47-4d20-b83e-83daa6786b4d
https://www.ft.com/content/951be09d-5a22-4de7-8c44-8fe11deb5cd6
https://www.ft.com/content/951be09d-5a22-4de7-8c44-8fe11deb5cd6
https://www.wsj.com/articles/u-s-initiates-trade-fight-with-mexico-over-energy-policy-11658322032
https://www.wsj.com/articles/senate-vote-to-test-appetite-for-expanded-chips-bill-11658265660
https://www.wsj.com/articles/senate-vote-to-test-appetite-for-expanded-chips-bill-11658265660
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• The vote paves the way for a larger package that would include additional funding for 

scientific research. 

• Even if USICA is now paired with the broader science package and passed in the Senate, 

the bill would still have to be passed by the House and signed into law. 

 

U.S. COVID Vaccines:  The CDC yesterday recommended the use of a COVID-19 vaccine 

from Novavax (NVAX, $58.00) in adults 18 years and older who haven’t been vaccinated 

previously.  The recommendation is the final hurdle before the shot can be made widely 

available in the U.S. 

• Relying on a relatively older, more tested technology based on proteins, the Novavax 

vaccine will be a new option for people who have avoided the gene-based messenger 

RNA shots from Moderna (MRNA, $167.14) and Pfizer (PFE, $51.37). 

• Like the U.S. vaccines already available, the Novavax shot will be offered at no charge at 

pharmacies and through state and local government vaccine programs. 

• The Novavax vaccine requires two doses given three weeks apart. 

 

U.S. Economic Releases  
 

Higher borrowing costs contributed to a decline in mortgage applications for the week ending 

July 15. According to an index tracked by the Mortgage Bankers Association, mortgage 

applications fell 6.3% from the prior week. The index component related to purchases fell 7.3% 

from the prior week, while the refinancing index fell 4.3%. The average 30-year fixed-rate 

mortgage rose by 8 bps from 5.74% to 5.82%.  

 

The table below shows the economic releases scheduled for the rest of the day. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

EST Indicator Expected Prior Rating

10:00 Existing Home Sales m/m Jun 5.35m 5.41m **

10:00 Existing Home Sales MoM m/m Jun -1.1% -3.4% **

Economic Releases

Federal Reserve

No Fed speakers or events for the rest of today

https://www.wsj.com/articles/novavaxs-covid-19-vaccine-wins-cdc-advisers-backing-11658256865?mod=hp_listb_pos2
https://www.wsj.com/articles/novavaxs-covid-19-vaccine-wins-cdc-advisers-backing-11658256865?mod=hp_listb_pos2
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Charts Worth Noting 

At 9.1%, the June CPI 

report showed that the 

price of goods and 

services accelerated at its 

fastest pace in over four 

decades. Last month, 

energy, food, and 

transportation services 

were the main drivers of 

inflation. Shelter prices, 

although above trend, 

were a drag on the overall 

index, rising 5.6% from 

the prior year in June. At 

the same time, we are 

seeing signs of inflation 

relief. Core goods, which 

exclude food and energy 

prices, have slowed considerably over the last few months which, given its sizeable share of CPI, 

should lead to lower inflation as long as the trend continues. Consequently, we could see 

inflation fall to around 5-4% by the end of the year as energy prices start to cool. 

When the FOMC convenes on July 26-27, Fed officials will discuss whether they are prepared to 

take more aggressive action to tame inflation. Since the CPI report was released, officials have 

offered mixed signals about whether the Fed will become more aggressive in tightening 

monetary policy. For example, Atlanta Fed President Raphael Bostic, a traditional dove, said that 

"everything is in play" to bring down inflation. Meanwhile, Fed Governor Christopher Waller, a 

hawk, has advocated for a wait-and-see approach. Although the Fed is expected to raise rates by 

75 bps at its July meeting, investors will be looking for signs as to whether the central bank will 

stay on its current path. The latest Fed dots plot, which the central bank uses to guide interest rate 

expectations, shows a median year-end projection of 3.4% for fed funds. 

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. 
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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. 
 

   
 

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. 
 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Tokyo Condominiums for Sale y/y Jun -1.1% -4.3% * Equity bullish, bond bearish

Australia Westpac Leading Index m/m Jun -0.2% -0.1% ** Equity bearish, bond bullish

EUROPE

Eurozone ECB Current Account SA m/m May -4.5b -3.9b ** Equity and bond neutral

Germany PPI y/y Jun 32.7% 33.6% 33.7% ** Equity and bond neutral

Italy Current Account Balance m/m May -1.251b -2.190b ** Equity bullish, bond bearish

UK CPI y/y Jun 9.4% 9.1% 9.3% *** Equity and bond neutral

Core CPI y/y Jun 5.8% 5.9% 5.8% *** Equity and bond neutral

RPI Ex Mort Int.Payments y/y Jun 11.9% 11.8% 12.0% *** Equity and bond neutral

RPI y/y Jun 11.8% 11.7% 11.8% * Equity and bond neutral

AMERICAS

Canada Industrial Product Prices m/m Jun -1.1% 1.7% -0.5% ** Equity bearish, bond bullish

Raw Material Prices m/m Jun -0.1% 2.5% * Equity bearish, bond bullish

CPI y/y Jun 8.1% 7.7% 8.4% *** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 271 274 -3 Up

3-mo T-bill yield (bps) 239 244 -5 Up

TED spread (bps) 32 30 2 Widening

U.S. Sibor/OIS spread (bps) 251 249 2 Up

U.S. Libor/OIS spread (bps) 256 254 2 Up

10-yr T-note (%) 2.99 3.02 -0.03 Up

Euribor/OIS spread (bps) 4 5 -1 Neutral

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Up Down

Pound Up Down

Franc Up Down

Central Bank Action Current Prior Expected

PBOC 1-Year Loan Prime Rate 3.700% 3.700% 3.700% On Forecast

PBOC 5-Year Loan Prime Rate 4.450% 4.450% 4.450% On Forecast
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Weather 
 

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

entire country.  Wetter-than-normal conditions are expected in the Southwest and East, with dry 

conditions expected in the northern Pacific, Rocky Mountains and Great Plains. 

 

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

within the next 48 hours.

Price Prior Change Explanation

Brent $106.39 $107.35 -0.89%

WTI $103.13 $104.22 -1.05%

Natural Gas $7.28 $7.26 0.18%

Crack Spread $38.61 $39.62 -2.54%

12-mo strip crack $31.45 $32.28 -2.55%

Ethanol rack $2.85 $2.86 -0.30%

Metals

Gold $1,712.54 $1,711.67 0.05%

Silver $18.87 $18.76 0.59%

Copper contract $336.95 $329.10 2.39%

Grains

Corn contract $593.75 $595.25 -0.25%

Wheat contract $833.25 $812.25 2.59%

Soybeans contract $1,350.50 $1,358.25 -0.57%

Shipping

Baltic Dry Freight 2,145            2,162            -17

Actual Expected Difference

Crude (mb) -1.0

Gasoline (mb) -1.0

Distillates (mb) 1.6

Refinery run rates (%) 0.5%

Natural gas (bcf) 55.0

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 7/19/2022 close) 

 

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

Consumer Discretionary

Communication Services

Technology

Real Estate

Materials

S&P 500

Financials

Industrials

Healthcare

Consumer Staples

Utilities

Energy

YTD Total Return

0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0% 3.5% 4.0%

Utilities

Consumer Staples

Healthcare

Real Estate

S&P 500

Financials

Materials

Technology

Consumer Discretionary

Energy

Communication Services

Industrials

Prior Trading Day Total Return

(Source: Bloomberg) 
 

These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return. Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 7/19/2022 close) 

 

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

Growth

Small Cap

Emerging Markets ($)

Foreign Developed ($)

Real Estate

Large Cap

Emerging Markets (local currency)

Mid Cap

US Corporate Bond

US High Yield

US Government Bond

Value

Foreign Developed (local currency)

Cash

Commodities

YTD Asset Class Total Return

Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily. The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E as of 7/13/2022 = 17.4x

 
 

Based on our methodology,1 the current P/E is 17.4x, up 0.1x from last week.  The rise in the P/E 

is due a modest decline in Q3 earnings expectations. 
 

 

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q4 and Q1) and two estimates (Q2 and Q3). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process? 
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


