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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: March 9, 2022—9:30 AM EST] Global equity markets are mostly higher this 

morning. In Europe, the EuroStoxx 50 is currently up 4.8% from its prior close. In Asia, the 

MSCI Asia Apex 50 closed up 0.5%. Chinese markets were lower, with the Shanghai Composite 

down 1.1% from its prior close and the Shenzhen Composite down 1.1%. U.S. equity index 

futures are signaling a higher 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 (2/28/2022) (with associated podcast): “The Turkish 

Experiment” 

• Weekly Energy Update (3/3/2022): Oil prices move definitively over $100 per barrel on 

supply disruptions due to the war in Ukraine.   

• 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 (3/7/2022) (with associated podcast): “Believe It or Not, 

Fiscal Policy Is Tightening” 

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

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

 

Our Comment today opens with an update on the Russia-Ukraine war, with a particular focus on 

yesterday’s announcements that the U.S., the U.K., and the EU would ban or work to cut imports 

of Russian energy commodities.  It also appears that the Russian government may be preparing 

to implement its own embargo on commodity exports.  We next turn to a range of international 

and U.S. news that could affect the financial markets today.  We wrap up with the latest 

developments regarding the coronavirus pandemic. 

 

Russia-Ukraine:  Russian forces continue attacking both military and civilian targets throughout 

Ukraine, although they are still struggling to seize much territory as they face a motivated, 

disciplined, and adaptable Ukrainian army that is already employing some insurgency tactics.  

Thousands of Ukrainian civilians trying to escape are still coming under attack despite Russian 

promises to ensure their safe passage.  Meanwhile, Ukrainian President Zelensky effectively 

continues to lead the country, even posting a video yesterday shot in his normal office to 

demonstrate his fearlessness and suggests that Russia is too timid to target him.  Among the most 

important developments over the last day: 

 

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_2_28_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_mar_03_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q122.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Mar_07_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_Update1_Feb2022.pdf
https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://www.wsj.com/articles/ukraine-russia-set-cease-fire-to-evacuate-besieged-city-as-war-toll-grows-11646735890
https://www.wsj.com/articles/ukraine-russia-set-cease-fire-to-evacuate-besieged-city-as-war-toll-grows-11646735890
https://www.ft.com/content/8bd4f60d-0eea-4c5b-ae61-e784c80f8521


 

 

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

www.confluenceinvestment.com 

 2 

• As anticipated, President Biden announced that the U.S. would ban imports of Russian 

crude oil, natural gas, and coal in order to further punish Russia for launching the war 

and pressure it to reverse course.  The European Union said it planned to cut its imports 

of Russian natural gas by two-thirds by the end of this year, and the U.K. said it would 

phase out the importation of Russian oil by the end of the year.  On top of that, private 

companies in the U.S. and Europe continue to pull back from their operations in Russia 

on fears of tarnishing their reputations.  On a more positive note, some investors have 

started to bet that the major central banks and key governments will introduce economic 

stimulus measures, such as delaying interest-rate hikes, to help offset the impact of the 

war and its associated commodity supply disruptions.  Optimism about such measures 

appears to be a driving factor for the jump in prices for risk assets so far today. 

o Russian crude makes up well under 10% of U.S. oil imports, so the practical 

effect of the U.S. oil import ban may be less than meets the eye.  On the other 

hand, certain U.S. refiners are more dependent on Russian supplies and could 

feel more of an impact. 

o All the same, after imploring foreign oil producers such as Saudi Arabia and 

Venezuela to increase their oil exports and help bring down prices, the Biden 

administration yesterday finally turned to domestic oil producers for help.  The 

State Department’s special envoy and coordinator for international energy affairs 

said U.S. shale producers should be doing “whatever it takes” to increase output, 

claiming new drilling is not being held back by White House policies but by 

investor demands for financial discipline and dividends. 

▪ While U.S. oil producers are benefitting from today’s high prices, we 

suspect that any broad expansion of investment and output will require 

greater assurances than this one statement from a State Department 

official. 

▪ To date, President Biden has been reluctant to abandon the “green” 

policies supported by his party’s progressive wing.  Oil producers 

probably need to see that Biden is willing to jettison that wing politically 

before they could trust that U.S. policy is indeed becoming friendlier to 

energy producers again. 

• The main threat to the global economy from the import bans is that they could probably 

escalate the economic dimensions of the war.  Indeed, Russian President Putin overnight 

issued a decree calling for a ban on certain Russian commodity exports through the end 

of the year.  The decree gives the government two days to come up with a list of 

affected exports.  Given Russia’s huge role in supplying many key commodities, an 

aggressive list could threaten major supply disruptions, even higher prices, slower 

global economic growth, and renewed volatility in the financial markets, despite the 

rebound in risk asset pricing so far today. 

• Separately, the Polish government floated a proposal to transfer its old Russian-made 

MiG-29 fighter jets to the U.S., which would, in turn, give them to the Ukrainian 

government and replenish Poland’s fighter fleet with used U.S. F-16s.  Clearly, the 

https://www.wsj.com/articles/u-s-planning-to-ban-russian-oil-imports-11646746787
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https://www.wsj.com/articles/europe-scrambles-to-cut-dependence-on-russian-energy-11646754321?mod=article_inline
https://www.wsj.com/articles/europe-scrambles-to-cut-dependence-on-russian-energy-11646754321?mod=article_inline
https://www.wsj.com/articles/pepsico-explores-options-for-russian-business-as-ukraine-crisis-deepens-11646767277
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https://www.wsj.com/articles/russia-set-to-ban-commodity-exports-following-western-sanctions-11646768260?mod=article_inline
https://www.wsj.com/articles/russia-set-to-ban-commodity-exports-following-western-sanctions-11646768260?mod=article_inline
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proposal aimed to insulate Poland from Russian accusations of participating in the war 

against it, but at the end of the day, the U.S. Defense Department rejected the idea as 

untenable. 

• Perhaps most interesting, several U.S. intelligence officials testified before Congress 

about where President Putin and the Russian military would go from here.  Led by 

Director of National Intelligence Avril Haines and CIA Director William Burns, the 

officials made several important assessments. 

o The Russian military is suffering from many shortcomings, ranging from poor 

morale to insufficient planning and weak logistics.  It probably couldn’t control 

the entire country of Ukraine or install a stable puppet government there with the 

forces now committed to the war. 

o Compounding the Russian military’s problems, the Ukrainian resistance has 

proved unexpectedly strong and effective.  Even if the Russians win the first 

phase of the conflict, they will likely face a persistent, highly effective 

insurgency. 

o Ominously, the officials assessed that President Putin sees the conflict as one he 

simply cannot afford to lose, so the obstacles he’s facing will prompt him to 

double down and intensify his attacks on Ukrainian civilians.  In the words of 

CIA Director Burns, “It will be an ugly next few weeks.” 

 

United States-Saudi Arabia-United Arab Emirates:  New reports indicate the leaders of Saudi 

Arabia and the UAE refused to take telephone calls from President Biden as he sought to boost 

global oil production in the runup to the Russia-Ukraine war. 

• The refusals reportedly stemmed from Saudi and UAE anger at the administration’s 

Middle East policy, especially its reduced support for their war in Yemen and efforts to 

counter Iranian aggression in the region. 

• The snub by the Saudis and the UAE reflects the downside of the U.S. effort to extricate 

itself from Middle East geopolitical and security issues.  Regarding the war between 

Russia and Ukraine, it also suggests some of the world’s most important oil producers 

will offer little cooperation as the administration struggles to bring down energy prices.  

In a word, the snub is yet another bullish factor for global oil prices. 

 

South Korea:  Elections for a new president were held today, although the latest reports suggest 

the voting is very tight, and it’s not clear who the winner is.  The voting has been dubbed the 

“unlikeable election” following months of mudslinging and scandal between Lee Jae-myung of 

the ruling center-left Democratic Party and Yoon Suk-yeol of the center-right People Power 

Party. 

 

U.S. Fiscal Policy:  Congressional leaders today released a sweeping bill to fund the federal 

government for the rest of the 2022 fiscal year, setting the stage to avoid a partial government 

shutdown when the current stopgap spending authorization expires on Saturday. 

https://www.wsj.com/articles/russia-facing-military-shortcomings-in-ukraine-invasion-says-intelligence-chief-11646757524?mod=article_inline
https://www.wsj.com/articles/russia-facing-military-shortcomings-in-ukraine-invasion-says-intelligence-chief-11646757524?mod=article_inline
https://www.wsj.com/articles/saudi-emirati-leaders-decline-calls-with-biden-during-ukraine-crisis-11646779430
https://www.wsj.com/articles/saudi-emirati-leaders-decline-calls-with-biden-during-ukraine-crisis-11646779430
https://www.ft.com/content/a7330dd6-c4b9-4eba-867e-6cb1dcfcf5f0
https://www.wsj.com/articles/south-koreans-to-decide-presidential-race-marked-by-clashes-and-contrasts-11646824084
https://www.wsj.com/articles/house-lawmakers-release-13-6-billion-for-ukraine-in-omnibus-spending-bill-11646813268?mod=hp_lead_pos7
https://www.wsj.com/articles/house-lawmakers-release-13-6-billion-for-ukraine-in-omnibus-spending-bill-11646813268?mod=hp_lead_pos7
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• Besides appropriating money for the federal government’s general domestic and 

international activities, the $1.5 trillion bill would ramp up U.S. defense spending and 

provide about $13.6 billion for humanitarian, economic, and military aid to Ukraine. 

• The House is expected to vote on the omnibus legislation Wednesday and send it to the 

Senate, which will then debate it and vote on it this week.  Since the bill results from 

weeks of negotiation among Congressional leaders of both parties, it should be passed 

quickly and signed into law by President Biden before the Saturday deadline. 

 

U.S. Postal Service:  Yesterday, the Senate gave final approval to legislation designed to put the 

U.S. Postal Service on stronger financial footing and avoid a government bailout. A key 

provision in the bill would undo a requirement in a 2006 law that the Postal Service prefund its 

retiree health benefits, which the agency projects will save $27 billion over a decade.  The bill 

would also require postal workers to enroll in Medicare when they reach 65 years old. That 

change would save the Postal Service about $22.6 billion over a 10-year period. 

• The Postal Service has been reporting losses for years, stemming in large part from a 

drop in first-class mail and the requirement to prefund its retiree health benefits. 

• The measure will next go to President Biden’s desk for his signature. 

 

U.S. Labor Market:  Reflecting workers’ increased power in today’s tight labor market, as well 

as the challenges to the education system from the coronavirus pandemic, more than 4,000 

teachers in Minneapolis have gone on strike today.  The teachers are pressing school 

administrators over wages, hiring, class sizes, and more resources for mental health support. 

 

COVID-19:  Official data show confirmed cases have risen to  449,906,525 worldwide, with 

6,016,023 deaths.  In the U.S., confirmed cases rose to 79,369,459, with 961,935 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 considered fully vaccinated now totals 216,273,632, equal to 65.1% of the total 

population. 

 

• In the U.S., the seven-day average of people hospitalized with a confirmed or suspected 

COVID-19 fell to 35,496 yesterday, down 43% from two weeks earlier. 

• Pfizer (PFE, $47.44) has begun studying its COVID-19 pill in children under 18 years old 

who are at high risk of developing severe disease.  The study will evaluate whether the 

five-day treatment Paxlovid (which is separate from its widely used vaccine) can also 

keep children newly infected by the coronavirus out of the hospital. 

 

U.S. Economic Releases  

 

Mortgage applications rose for the first time in five weeks, according to the Mortgage Bankers 

Association. The MBA mortgage applications index rose 8.5% from the prior week. The rise in 

applications was due to a sudden drop in mortgage rates, which fell 6 bps from 4.15% to 4.09%. 

As a result, the application index for purchases and refinancing rose 8.6% and 8.5%, 

respectively.  

https://www.wsj.com/articles/senate-passes-bipartisan-postal-service-overhaul-11646782445?mod=hp_lead_pos6
https://www.wsj.com/articles/senate-passes-bipartisan-postal-service-overhaul-11646782445?mod=hp_lead_pos6
https://www.wsj.com/articles/minneapolis-teachers-go-on-strike-over-pay-labor-shortage-11646757111
https://www.nytimes.com/live/2022/03/09/world/covid-19-mandates-cases-vaccine
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://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.wsj.com/articles/pfizer-starts-testing-its-covid-19-pill-in-children-11646826300?mod=hp_lead_pos4
https://www.wsj.com/articles/pfizer-starts-testing-its-covid-19-pill-in-children-11646826300?mod=hp_lead_pos4
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The table below lists the economic releases and/or Fed events scheduled for the rest of today. 

 

EST Indicator Expected Prior Rating

10:00 JOLTS Job Openings m/m Jan 10950k 10925k **

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. 

 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Machine Tool Orders y/y Feb 31.6% 61.3% ** Equity bullish, bond bearish

Australia Westpac Consumer Conf Index m/m Mar 96.6 100.8 ** Equity bearish, bond bullish

Westpac Consumer Conf SA m/m Mar -4.2% -1.3% ** Equity bearish, bond bullish

New Zealand ANZ Truckometer Heavy m/m Feb 1.4% -0.5% ** Equity and bond neutral

Mfg Activity Volume q/q 4Q 8.2% -6.4% ** Equity bullish, bond bearish

Mfg Activity SA q/q 4Q 12.0% -2.2% * Equity bullish, bond bearish

EUROPE

France Private Sector Payrolls q/q 4Q 0.6% 0.5% 0.5% ** Equity bullish, bond bearish

Total Payrolls q/q 4Q 0.4% 0.4% 0.4% ** Equity and bond neutral

Italy Industrial Production m/m Jan -3.4% -1.0% -0.5% *** Equity bearish, bond bullish

AMERICAS

Brazil Industrial Production m/m Jan -2.4% 2.9% -1.9% *** Equity bearish, bond bullish

Mexico Formal Job Creation Total m/m Feb 178.9k 142.3k * Equity bullish, bond bearish

CPI y/y Feb 7.3% 7.1% 7.2% *** Equity and bond neutral

CPI Core y/y Feb 6.6% 6.2% 6.6% *** 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) 64 61 3 Up

3-mo T-bill yield (bps) 35 35 0 Neutral

TED spread (bps) 29 26 3 Widening

U.S. Libor/OIS spread (bps) 47 44 3 Down

10-yr T-note (%) 1.91 1.85 0.06 Down

Euribor/OIS spread (bps) -50 -50 0 Neutral

Currencies Direction

Dollar Down Neutral

Euro Up Up

Yen Down Neutral

Pound Up Up

Franc Flat 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 $125.86 $127.98 -1.66% IEA plans to release more oil from inventories

WTI $121.02 $123.70 -2.17%

Natural Gas $4.50 $4.53 -0.68%

Crack Spread $39.41 $42.61 -7.53%

12-mo strip crack $29.74 $31.24 -4.80%

Ethanol rack $2.65 $2.65 0.03%

Gold $2,012.76 $2,050.76 -1.85%

Silver $26.08 $26.41 -1.22%

Copper contract $464.10 $471.00 -1.46%

Corn contract $744.25 $753.00 -1.16%

Wheat contract $1,209.75 $1,286.50 -5.97%

Soybeans contract $1,712.00 $1,689.75 1.32%

Baltic Dry Freight 2,352            2,235            117

Actual Expected Difference

Crude (mb) -1.0

Gasoline (mb) -1.7

Distillates (mb) -1.4

Refinery run rates (%) 0.3%

Natural gas (bcf) -118.0

Shipping

Energy Markets

Metals

Grains

DOE Inventory Report

 
 

Weather 
 

The 6-10 day and 8-14 day forecasts call for warm-to-normal temperatures throughout the entire 

country. The forecasts call for wetter-than-normal conditions in the Pacific Northwest, Southeast, 

and northern Great Lake regions, with drier conditions in the Southwest, Mideast, and Great 

Plains.  
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Data Section 
 

U.S. Equity Markets – (as of 3/8/2022 close) 
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(Source: Bloomberg) 
 

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

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

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

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

Asset Class Performance – (as of 3/8/2022 close) 
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Growth
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Source: Bloomberg

 
 

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

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

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

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

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

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

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

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily.  The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

March 3, 2022 
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P/E as of 3/02/2022 = 21.5x

 
 

 

Based on our methodology,1 the current P/E is 21.5x, down 0.1x from last week.  The decline in 

the multiple is due to the decline in the index.  
 

 

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

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

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

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


