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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: June 13, 2022—9:30 AM EDT] Global equity markets are generally lower this 

morning. In Europe, the EuroStoxx 50 index is currently down 2.5% from its prior close. In Asia, 

the MSCI Asia Apex 50 Index closed down 1.0%.  Chinese markets were mixed, with the 

Shanghai Composite closing down 0.9% from its prior close and the Shenzhen Composite 

closing relatively unchanged. 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: 

 

• Bi-Weekly Geopolitical Report (6/6/2022) (with associated podcast): “Mineral 

Commodities in the World’s New Geopolitical Blocs” 

• Weekly Energy Update (6/9/2022): We update the oil and products 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 (6/13/2022) (with associated podcast): “Homebuilders 

Versus Apartment Builders” 

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

• Current Perspectives: “2022 Outlook: Update #1” (2/18/2022) 

 

Our Comment opens with an update on the Russia-Ukraine war; Russian forces continue to make 

some plodding progress in seizing territory in eastern Ukraine, while the Ukrainian forces look 

like they’re facing more problems with ammunition shortages.  We next review other 

international and U.S. developments with the potential to affect the financial markets today.  We 

wrap up with the latest news on the coronavirus pandemic. 

 

Russia-Ukraine:  Russian forces continue to attack and seize small areas of Ukraine’s eastern 

region of Donbas while maintaining defensive lines in the areas it has seized in the south of the 

country.  In the Luhansk and Donetsk oblasts in the Donbas region, the Russians continue trying 

to encircle Ukrainian forces and take control of the strategically important city of Severodonetsk.  

Ukrainian troops continue to repel many of the Russian attacks.  However, officials in Kyiv say 

the Ukrainian military is running low on ammunition for its Soviet-era artillery and has not 

received enough supplies from its allies to keep the Russians at bay.  The shortage of 

ammunition has put Ukrainian troops at a growing disadvantage in the artillery-driven war of 
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https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q222.pdf
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https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-june-12
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attrition in the country’s east, with Russia’s batteries now firing several times as many rounds as 

Ukraine’s. 

 

 
 

• Although Turkey continues to hold up the bids by Sweden and Finland to join NATO in 

response to Russia’s invasion, NATO Secretary General Stoltenberg insisted it was still 

possible to overcome Ankara’s “legitimate” concerns over terrorism and arms sales 

“within a reasonable time.”  Stoltenberg’s conciliatory comments suggest allied officials 

are working on a comprise that will allow the two countries to complete their 

membership process in the coming months. 

• Some European producers of chemicals, fertilizer, steel, and other energy-intensive goods 

are now shutting down in the face of competition from factories in the U.S. and other 

regions where energy costs are much lower and haven’t faced the same kinds of 

https://www.ft.com/content/80039389-1d2b-4eca-9cf6-476a2a6ca0ac
https://www.ft.com/content/80039389-1d2b-4eca-9cf6-476a2a6ca0ac
https://www.ft.com/content/80039389-1d2b-4eca-9cf6-476a2a6ca0ac
https://www.wsj.com/articles/some-european-factories-long-dependent-on-cheap-russian-energy-are-shutting-down-11655112927?mod=hp_lista_pos3
https://www.wsj.com/articles/some-european-factories-long-dependent-on-cheap-russian-energy-are-shutting-down-11655112927?mod=hp_lista_pos3
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disruptions from the war.  Natural-gas prices are now nearly three times higher in Europe 

than in the U.S. 

• Even though the war has cut off most Ukrainian wheat exports and helped touch off 

skyrocketing wheat prices, the Argentine government said it is considering increasing its 

12% tax on wheat exports and potentially introducing a new “unexpected profit” tax on 

companies that analysts say would hit commodity exporters such as farmers.  The move 

will likely exacerbate the global food crisis touched off by the war. 

 

Global Market Rout:  Global investors are selling off a wide range of assets today as they 

respond to Friday’s report of accelerating consumer price inflation in the U.S. and weekend news 

of new COVID-19 cases in China.  At least one survey showing a large majority of academic 

economists now expect rising interest rates and high inflation to push the U.S. into a recession by 

next year, along with higher unemployment.  Major stock price indexes around the world are 

down sharply, with futures on the S&P 500 suggesting U.S. stocks will open in bear market 

territory.  Bitcoin and other major cryptocurrencies have fallen especially sharply after $12 

billion crypto lender Celsius Network halted customer withdrawals in the latest sign of 

intensifying strains across the digital assets industry.  The value of Bitcoin (BTC-USD, 

23,789.58) is now down almost 20% since Friday. 

• Now that the stage seems set for the Federal Reserve and other major central banks to 

hike interest rates even more aggressively, government bonds are also selling off.  At this 

writing, the yield on the 10-year Treasury note has risen to an 11-year high of 3.238%, 

compared with 3.156% on Friday. 

• In contrast, the dollar continues to strengthen, especially against the yen, which continues 

to be hammered by the Bank of Japan’s commitment to yield curve control.  As of this 

writing, the yen is trading at approximately 135 per dollar, its weakest level since 1998.  

The BoJ today made its biggest daily fixed-rate purchase of government bonds since July 

2018 to keep Japanese 10-year yields at or below the bank’s 0.25% ceiling. 

 

 
 

https://www.ft.com/content/a5d555e0-0c92-4b5d-a402-95a355406c87
https://www.ft.com/content/a5d555e0-0c92-4b5d-a402-95a355406c87
https://www.ft.com/content/a5d555e0-0c92-4b5d-a402-95a355406c87
https://www.wsj.com/articles/global-stocks-markets-dow-update-06-13-2022-11655088638?mod=markets_lead_pos1
https://www.ft.com/content/53fcbbf1-39e3-483c-a6f2-b0de432ed5a3
https://www.ft.com/content/53fcbbf1-39e3-483c-a6f2-b0de432ed5a3
https://www.wsj.com/articles/higher-unemployment-rate-looms-as-the-fed-fights-inflation-11655112600?mod=hp_lead_pos2
https://www.ft.com/content/25ac1667-9f50-4f16-b553-448ea4582613
https://www.ft.com/content/25ac1667-9f50-4f16-b553-448ea4582613
https://www.ft.com/content/106bfda4-f286-4c00-ae64-b9bab407f0b7
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China:  Securities regulators and industry associations have instructed local and foreign banks to 

rein in executive pay levels, despite recent signs that President Xi Jinping was moderating his 

drive to promote “common prosperity” in other key sectors, especially high technology.  The 

news could be another reason for today’s rout in global risk markets. 

 

Japan-South Korea:  In another important signal that Japan and South Korea are set to bury the 

hatchet on some other their outstanding grievances against each other, South Korean Defense 

Minister Lee Jong-sup said at the big Shangri-La Dialogue in Singapore that his country plans to 

step up cooperation with Japan over regional security threats.  Lee specifically mentioned 

working with Japan to counter North Korea’s missile threats, but the cooperation would also be 

useful to counter China’s growing assertiveness in the region. 

 

United Kingdom-European Union:  Prime Minister Johnson’s government today plans to 

unveil a proposed law that would rewrite the Brexit agreement’s Northern Ireland protocol by 

ending the oversight role of the European Court of Justice as well as EU control over state aid 

and value-added tax in the region.  EU leaders have fiercely criticized the plan, which would 

likely worsen trade ties between the two economies and potentially feed into the global supply 

disruptions that are helping boost inflation. 

 

France:  In the first round of legislative elections over the weekend, Jean-Luc Mélenchon’s 

leftist alliance gained strong support, although probably not enough to give it a majority in the 

National Assembly in the final-round voting next weekend. 

 

COVID-19:  Official data show confirmed cases have risen to  535,316,609 worldwide, with 

6,309,612 deaths.  The countries currently reporting the highest rates of new infections include 

the U.S., Taiwan, Germany, and Australia.  (For an interactive chart that allows you to compare 

cases and deaths among countries, scaled by population, click here.)  In the U.S., confirmed 

cases have risen to 85,515,980, with 1,011,277 deaths.  In data on the U.S. vaccination program, 

the number of people considered fully vaccinated now totals 221,714,657, equal to 66.8% of the 

total population. 

 

• In the U.S., the latest wave of infections already appears to be topping out, although 

hospitalizations are still accelerating with their usual lag.  The seven-day average of 

newly reported cases now stands at 103,193, down 6% from two weeks ago.  The seven-

day average of people hospitalized in the U.S. with confirmed or suspected COVID-19 

came in at 29,672 yesterday, up 10% from two weeks earlier.  New COVID-19 deaths are 

now averaging 331 per day, down 11% from two weeks earlier. 

• In both mainland China and Hong Kong, cases are starting to rise again, raising the risk 

of further strict lockdowns that could disrupt factory production, exacerbate global supply 

disruptions and inflation, and further encourage some firms to relocate production to 

other countries.  Under President Xi’s draconian “zero-COVID” policies, the problem 

isn’t just lockdowns but an onerous system that requires people to undergo constant 

testing and to have testing certificates before accessing many public services or going to 

public venues.  That increases the chance that the Chinese population will eventually 

push back against Xi and his policies.  

https://www.ft.com/content/1c218805-876b-494d-86da-1409f82bee9a
https://www.ft.com/content/1c218805-876b-494d-86da-1409f82bee9a
https://www.scmp.com/week-asia/article/3181390/shangri-la-dialogue-seoul-dramatically-enhance-defence-work-japan-deter?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220612&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3181396&article_id_list=3181379,3181404,3181390,3181396,3181394,3181283,3181405,3181401&tc=11&CMCampaignID=704466cc1cca60958f8f37b1908e0bde
https://www.scmp.com/week-asia/article/3181390/shangri-la-dialogue-seoul-dramatically-enhance-defence-work-japan-deter?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220612&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3181396&article_id_list=3181379,3181404,3181390,3181396,3181394,3181283,3181405,3181401&tc=11&CMCampaignID=704466cc1cca60958f8f37b1908e0bde
https://www.ft.com/content/02891815-4ee5-4dfb-9241-31c7b592aeef
https://www.ft.com/content/02891815-4ee5-4dfb-9241-31c7b592aeef
https://www.ft.com/content/40a67c61-8cb7-48b6-b1b3-9be905d67bf9
https://www.nytimes.com/live/2022/06/13/world/covid-19-mandates-vaccine-cases?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=Interactive&variant=show&is_new=false
https://coronavirus.jhu.edu/map.html
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://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.scmp.com/news/china/science/article/3181394/china-covid-19-cases-rise-beijing-bar-cluster-and-inner-mongolia?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220612&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3181283&article_id_list=3181379,3181404,3181390,3181396,3181394,3181283,3181405,3181401&tc=22&CMCampaignID=704466cc1cca60958f8f37b1908e0bde
https://www.scmp.com/news/hong-kong/health-environment/article/3181404/coronavirus-infections-top-800-second-straight?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220612&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3181390&article_id_list=3181379,3181404,3181390,3181396,3181394,3181283,3181405,3181401&tc=9&CMCampaignID=704466cc1cca60958f8f37b1908e0bde
https://www.scmp.com/news/china/science/article/3181301/testing-testing-testing-welcome-chinas-new-covid-normal?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220611&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3181328&article_id_list=3181278,3181301,3181328,3181343,3180844,3181341,3181324,3181304&tc=9&CMCampaignID=b33008434d270ea3030b9e54395d9668
https://www.scmp.com/news/china/science/article/3181301/testing-testing-testing-welcome-chinas-new-covid-normal?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220611&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3181328&article_id_list=3181278,3181301,3181328,3181343,3180844,3181341,3181324,3181304&tc=9&CMCampaignID=b33008434d270ea3030b9e54395d9668
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• Taiwan is also seeing a rebound in cases, raising the prospect of further disruptions in its 

globally important semiconductor factories. 

 

U.S. Economic Releases  

 

There were no economic releases prior to the publication of this report. The table below lists the 

economic releases and/or Fed events scheduled for the rest of the day.  

 

 
 

Foreign Economic News 
 

We monitor numerous global economic indicators on a continuous basis. The most significant 

international news that was released overnight is outlined below. Not all releases are equally 

significant, thus we have created a star rating to convey to our readers the importance of the 

various indicators. The rating column below is a three-star scale of importance, with one star 

being the least important and three stars being the most important. We note that these ratings do 

change over time as economic circumstances change. Additionally, for ease of reading, we have 

also color-coded the market impact section, which indicates the effect on the foreign market. Red 

indicates a concerning development, yellow indicates an emerging trend that we are following 

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

paragraph below if any development merits further explanation. 

 

  
 

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. 

 

EST Speaker or Event

14:00 Lael Brainard Discusses Community Reinvestment Act Member of the Board of Governors

Economic Releases

 No economic releases for the rest of today

Federal Reserve

District or Position

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan BSI Large All Industry q/q 2Q -0.9 -7.5 ** Equity bearish, bond bullish

BSI Large Manufacturing q/q 2Q -9.9 -7.6 ** Equity bearish, bond bullish

India CPI y/y May 7.04% 7.79% 7.10% *** Equity and bond neutral

New Zealand Net Migration SA m/m Apr -80 1177 * Equity and bond neutral

EUROPE

Italy Unemployment Rate Quarterly q/q 1Q 8.6% 9.1% *** Equity bullish, bond bearish

UK Monthly GDP m/m Apr -0.3% -0.1% 0.1% * Equity bearish, bond bullish

Construction Output y/y Apr 3.9% 4.7% 4.0% ** Equity and bond neutral

Industrial Production y/y Apr 0.7% 0.7% 1.7% ** Equity bearish, bond bullish

Manufacturing Production y/y Apr -1.0% 1.9% 1.8% ** Equity bearish, bond bullish

Index of Services 3M/3M m/m Apr -0.3% 0.4% 0.1% *** Equity and bond neutral

Trade Balance GBP/Mn m/m Apr -£8503m -£11552m -£10800m ** Equity bullish, bond bearish

Switzerland Domestic Sight Deposits CHF w/w 10-Jun 662.0b 662.4b * Equity and bond neutral

Total Sight Deposits CHF w/w 10-Jun 753.1b 753.8b * Equity and bond neutral

AMERICAS

Canada Bloomberg Nanos Confidence w/w 10-Jun 51.3 52.2 ** Equity bullish, bond bearish

https://www.scmp.com/news/china/politics/article/3181343/covid-cases-bounce-back-taiwan-after-week-declines?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220611&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3180844&article_id_list=3181278,3181301,3181328,3181343,3180844,3181341,3181324,3181304&tc=21&CMCampaignID=b33008434d270ea3030b9e54395d9668
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Commodity Markets 

 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 

 

  
 

Weather 
 

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

the Pacific and New England regions, with warmer-than-normal temperatures for the rest of the 

country. Wetter-than-normal conditions are expected in the Pacific Northwest and the Southwest, 

with dry conditions expected in the Great Plains, Midwest, and Deep South. 

 

Separately, we note the Atlantic hurricane season has now begun. The season runs from June 1 to 

November 30, although storms typically don’t peak until mid-September. There are currently no 

tropical storms expected in the Atlantic region. 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 174 172 2 Up

3-mo T-bill yield (bps) 129 132 -3 Up

TED spread (bps) 45 40 5 Widening

U.S. Sibor/OIS spread (bps) 165 161 4 Up

U.S. Libor/OIS spread (bps) 172 168 4 Up

10-yr T-note (%) 3.23 3.16 0.07 Up

Euribor/OIS spread (bps) -30 -28 -2 Neutral

Currencies Direction

Dollar Up Up

Euro Down Down

Yen Down Down

Pound Down Down

Franc Down Down

Central Bank Action Current Prior Expected

PBOC 1-Year Med-Term Lending Facility 2.850% 2.850% Below Forecast

PBOC 1-Year Med-Term Lending (Bil.) 100.0 100.0 Below Forecast

Price Prior Change Explanation

Brent $120.27 $122.01 -1.43% Demand Pessimism

WTI $118.79 $120.67 -1.56%

Natural Gas $8.66 $8.85 -2.17%

Crack Spread $55.87 $56.95 -1.89%

12-mo strip crack $40.28 $40.39 -0.28%

Ethanol rack $3.04 $3.04 0.00%

Metals

Gold $1,855.66 $1,871.60 -0.85%

Silver $21.53 $21.89 -1.65%

Copper contract $420.10 $429.45 -2.18%

Grains

Corn contract $720.50 $720.50 0.00%

Wheat contract $1,091.75 $1,084.75 0.65%

Soybeans contract $1,544.50 $1,568.25 -1.51%

Shipping

Baltic Dry Freight 2,320            2,342            -22

Energy Markets
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Data Section 
 

U.S. Equity Markets – (as of 6/10/2022 close) 
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Healthcare

Materials

Consumer Staples

Utilities

Energy

YTD Total Return
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Technology

Financials

Materials

Industrials

S&P 500

Communication Services

Real Estate

Energy

Healthcare

Utilities

Consumer Staples

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 6/10/2022 close) 

 

-40% -20% 0% 20% 40% 60%

Growth

Small Cap

Real Estate

Large Cap

US Corporate Bond

Foreign Developed ($)

Mid Cap

Emerging Markets ($)

US Government Bond

US High Yield

Emerging Markets (local currency)

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 Update 

 

June 9, 2022 
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P/E as of 6/8/2022 = 19.7x

 
 

Based on our methodology,1 the current P/E is 19.7x, unchanged from last week.  
 

 

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

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

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

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes three actual quarters (Q3, Q4 and Q1) and one estimate (Q2). 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. 


