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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 10, 2022—9:30 AM EST] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 is currently down 3.2% from its prior close. In Asia, the MSCI Asia 

Apex 50 closed up 2.2%. Chinese markets were higher, with the Shanghai Composite up 1.2% 

from its prior close and the Shenzhen Composite up 2.1%. 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 (2/28/2022) (with associated podcast): “The Turkish 

Experiment” 

• Weekly Energy Update (3/10/2022): We look at the impact of the war on the energy 

markets; we also have a chart on gasoline prices scaled to wages.   

• 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) 

Good morning! Today's report begins with a brief rundown of the latest updates on the war in 

Ukraine. We focus on how the war may impact climate change initiatives. Next, we look at the 

possibility that countries may offer to produce more oil, followed by a brief discussion of 

international and U.S. news. We conclude with a COVID-19 update.  

After two weeks of fighting, Ukraine signaled it was open to a compromise. An aide to 

Ukrainian President Volodymyr Zelensky stated the country is willing to discuss Russia’s 

neutrality demand but would not concede any territory. However, another round of talks led to a 

stalemate in negotiations, as Russia is now demanding that Ukraine should also demilitarize. The 

two sides are expected to continue negotiations on Thursday in Turkey. 

• The Ukraine conflict is starting to impact the global transition to greener energy. A surge 

in the price of nickel threatens to slow down the production of Electric Vehicles. 

Automakers rely on nickel for their batteries. The rally in nickel prices was caused by 

supply disruption concerns related to the war. On Wednesday, Indonesia stated it plans to 

add as much as 400,000 tons in output this year and possibly 500,000 tons in the 

 

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_10_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_mar_10_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.bloomberg.com/news/articles/2022-03-09/ukraine-open-to-neutrality-but-won-t-yield-territory-aide-says?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-03-09/ukraine-open-to-neutrality-but-won-t-yield-territory-aide-says?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-03-10/ukraine-and-russia-fail-to-make-progress-in-talks-to-halt-war?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-03-09/electric-vehicle-push-bumps-up-against-chaos-in-nickel-market?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-03-09/wild-nickel-market-may-get-relief-from-indonesia-s-higher-output


 

 

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

www.confluenceinvestment.com 

 2 

following year. The increase in production from Indonesia may offset the loss from 

Russia; however, there are still concerns that automakers could face a deficit. Thus, 

automakers are likely to struggle to make a quick switch away from making cars with 

internal combustion engines to producing cars with electric motor engines. 

▪ Additionally, the surge in oil prices has led to a rethink in climate change 

initiatives. The United Kingdom is considering lifting a ban on fracking as 

it looks to become less dependent on foreign energy sources. Meanwhile, 

U.S. calls for increased oil production were rebuffed by shale producers 

complaining of a lack of access to capital and labor. Although government 

officials expressed a willingness to work with firms to increase their 

drilling capacity, energy companies state they are still constrained by 

investors who favor profitability over drill expansion.  

▪ As a result of production limitations, countries are starting to make 

uncomfortable ties with their adversaries as they seek to become less 

reliant on foreign oil while still maintaining climate goals. Weeks after 

considering a potential import ban on Chinese solar panels, the EU has 

decided to ramp up its solar and wind installation by importing more 

renewable technology from China. Meanwhile, the U.S. is creating 

warmer ties with former foes Venezuela and Iran as it seeks additional 

resources for oil to offset the Russian shortfall. As the war in Ukraine 

continues, we expect there may be a possible rethink of specific global 

ESG standards as companies and investors grapple with deteriorating 

market conditions. Relaxing some of these standards could create more 

favorable investing conditions. 

• The Iran nuclear deal ran into a new obstacle on Wednesday. Russia has demanded 

additional concessions before it can reach an agreement. A representative from Iran 

seemed to dismiss those demands by stating that Iran would not be deterred by “outside 

factors” from signing a new deal. However, Russia’s designated role in taking delivery of 

Iran’s uranium stockpiles could potentially delay an agreement from being signed. If the 

Iran nuclear deal gets signed, it is estimated that they could add up to 2 million more 

barrels a day of oil.  

• Conflicting messages from OPEC member United Arab Emirates about oil production 

caused oil prices to whipsaw. On Wednesday, oil prices fell as much as 17% after UAE 

said it would call on OPEC+ members to boost production. However, hours after making 

that statement an official from the UAE walked back the comment by reaffirming the 

country is still committed to the OPEC agreement and its existing monthly production 

quota. The new statement led to a slight recovery in oil prices.    

o Iraq also said it could ramp up oil production. Last month, the country struggled 

to meet its quota due to protests and maintenance issues. Nevertheless, the 

country believes it can potentially deliver up to 7 million barrels a day by 2027.  

• As the war rages on, the U.S. is putting more pressure on the Russian economy. The 

House passed a bill that would ban the import of Russian oil. The Biden administration is 
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also considering imposing sanctions on Russia’s state-owned atomic energy company, 

Rosatom. In response to the sanctions, Russian Prime Minister Mikhail Mishustin stated 

Russia would start to reconsider its energy-supply commitments. He also hinted the 

country would begin prioritizing its wheat supply needs. Because Russia is the world’s 

largest supplier of wheat, withholding its wheat exports could lead to a rise in global food 

prices.  

 

Other News 

• In South Korea, Yoon Suk-yeol, a conservative candidate, won the presidential election. 

The win suggests that the country’s foreign policy will become more hawkish toward 

China and North Korea and friendlier to the U.S. His government will also push for 

economic growth driven by the private sector. 

• The European Central Bank plans to end its quantitative easing program in the third 

quarter of 2022, one quarter ahead of schedule. The announcement caught investors off 

guard, as many were expecting the central bank to take a modest approach to QE in 

response to the war in Ukraine. The hawkish shift by the ECB indicates it is concerned 

about the rise of inflation throughout the bloc.  

• On Thursday, the House passed a $1.5 trillion spending bill. It will fund the government 

throughout the fiscal year, provide Ukraine with $13.6 billion in aid, and help transition 

debt contracts from LIBOR. The bill was forced to drop COVID-19 aid after opposition 

from Democrats. It is expected to be taken up by the Senate on Friday.   

 

COVID-19:  The number of reported cases is 451,091,296, with 6,021,649 fatalities.  In the 

U.S., there are 79,406,687 confirmed cases with 963,820 deaths.  For illustration purposes, the 

FT has created an interactive chart that allows one to compare cases across nations using similar 

scaling metrics.  The CDC reports that 691,748,065 doses of the vaccine have been distributed, 

with 554,168,735 doses injected.  The number receiving at least one dose is 254,299,172, while 

the number of second doses is 216,355,844, and the number of the third dose, granting the 

highest level of immunity, is 95,499,589. The FT has a page on global vaccine distribution.   

• COVID-19 cases in Singapore are starting to decelerate. It suggests the ongoing Omicron 

wave throughout Asia may also be close to reaching a peak.  

U.S. Economic Releases  

 

In today’s key economic report, the February Consumer Price Index (CPI) rose by a seasonally 

adjusted 0.8%.  The increase was exactly as expected, but it still marked an acceleration from the 

rise of 0.6% in January.  Of course, much of the recent upward pressure on prices has come in 

the volatile food and energy categories.  Excluding the food and energy components, the 

February Core CPI rose a more moderate 0.5%, matching expectations but slower than its 

January rise of 0.6%.  The overall CPI in February was up 7.9% from the same month one year 

https://www.bloomberg.com/news/articles/2022-03-09/u-s-weighs-sanctions-on-russian-nuclear-power-supplier-rosatom?sref=uIvt3NFS
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earlier, while the Core CPI was up 6.4%.  In each case, the annual rise was the biggest since 

1982.  The chart below shows the year-over-year change in the CPI over the last several decades. 

 

 
 

Separately, initial applications for unemployment benefits in the week ended March 5 rose to a 

seasonally adjusted 227K, compared with a revised 216K in the previous week and 233K in the 

week before that.  The four-week moving average of initial jobless claims, which helps smooth 

out some of the volatility in the series, rose to 231.25K.  Nevertheless, the figures still point to a 

tight labor market in which employers are trying hard to hold onto their workers.  Meanwhile, 

continuing unemployment claims in the week ended February 26 rose to 1.494M, far above both 

the expected level of 1.45M and the previous week’s level of 1.469M.  The chart below shows 

how initial jobless claims have fluctuated since just before the prior recession.  The chart is 

truncated for the early months of the coronavirus pandemic because of the huge number of initial 

claims at that time. 
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To provide greater detail on the most recent trends, the chart below shows how initial jobless 

claims have fluctuated only since the beginning of 2021. 

 

 
 

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

 

EST Indicator Expected Prior Rating

14:00 Monthly Budget Statement m/m Feb -$212.0b -$310.9b **

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. 
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Japan Buying Foreign Bonds w/w 4-Mar -¥364.3b -¥328.4b * Equity and bond neutral

Japan Buying Foreign Stocks w/w 4-Mar ¥285.7b ¥110.1b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 4-Mar ¥1332.2b -¥223.2b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 4-Mar -¥910.3b -¥402.6b * Equity and bond neutral

PPI y/y Feb 9.3% 9.9% 8.6% *** Equity bearish, bond bearish

EUROPE

Italy PPI y/y Jan 41.8% 28.3% * Equity bearish, bond bearish

UK RICS House Price Balance m/m Feb 79% 74% 72% ** Equity and bond neutral

Russia Gold and Forex Reserves m/m 4-Mar 643.2b 630.2b 625.0b *** Equity and bond neutral

AMERICAS

Brazil Retail Sales y/y Jan -1.9% -2.9% -2.8% *** Equity bullish, bond bearish

Formal Job Creation m/m Jan 155178 -265811 160000 ** 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. 

 
Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 70 64 6 Up

3-mo T-bill yield (bps) 36 38 -2 Neutral

TED spread (bps) 34 27 7 Widening

U.S. Libor/OIS spread (bps) 51 48 3 Down

10-yr T-note (%) 1.98 1.95 0.03 Down

Euribor/OIS spread (bps) -49 -50 1 Neutral

Currencies Direction

Dollar Flat Neutral

Euro Up Up

Yen Down Neutral

Pound Flat Up

Franc Flat Neutral

Central Bank Action Current Prior Expected

ECB Main Refinancing Rate 0.000% 0.000% 0.000% On Forecast

ECB Marginal Lending Facility 0.250% 0.250% 0.250% On Forecast

ECB Deposit Facility Rate -0.500% -0.500% -0.500% On Forecast  
 

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. 
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Price Prior Change Explanation

Brent $116.73 $111.14 5.03% Renewed concerns about Russia-Ukraine war.

WTI $113.63 $108.70 4.54% Renewed concerns about Russia-Ukraine war.

Natural Gas $4.57 $4.53 1.02% Renewed concerns about Russia-Ukraine war.

Crack Spread $32.67 $32.68 -0.06%

12-mo strip crack $27.86 $27.46 1.43%

Ethanol rack $2.61 $2.62 -0.50%

Gold $1,999.85 $1,991.83 0.40%

Silver $25.73 $25.78 -0.18%

Copper contract $467.00 $457.25 2.13%

Corn contract $747.00 $733.00 1.91% Renewed concerns about Russia-Ukraine war.

Wheat contract $1,214.00 $1,201.50 1.04% Renewed concerns about Russia-Ukraine war.

Soybeans contract $1,692.25 $1,671.75 1.23% Renewed concerns about Russia-Ukraine war.

Baltic Dry Freight 2,558            2,352            206

Actual Expected Difference

Crude (mb) -1.9 -1.3 -0.6

Gasoline (mb) -1.4 -1.7 0.3

Distillates (mb) -5.2 -1.4 -3.9

Refinery run rates (%) 1.6% 0.4% 1.3%

Natural gas (bcf) -119.0

Shipping

Energy Markets

Metals

Grains

DOE Inventory Report

 
 

Weather 
 

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

Southwest, Great Plains, and East Coast, with cooler-than-normal temperatures only in the 

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

and Great Lakes regions, with dry conditions in the Southwest.  



 

 

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

www.confluenceinvestment.com 

 8 

Data Section 
 

U.S. Equity Markets – (as of 3/9/2022 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 3/9/2022 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 10, 2022 
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Based on our methodology,1 the current P/E is 21.4x, 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. 


