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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 11, 2022—9:30 AM EST] Global equity markets are mixed so far this 

morning. In Europe, the EuroStoxx 50 is currently up 2.4% from its prior close. In Asia, the 

MSCI Asia Apex 50 closed down 2.0%. Chinese markets were higher, with the Shanghai 

Composite up 0.4% from its prior close and the Shenzhen Composite up 0.6%. 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 (3/10/2022): 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) 

• Charts Worth Noting:  A new featured chart where we look at the labor markets 

through job openings/help wanted compared to the level of unemployment is 

included in today’s report following the “U.S. Economic Releases” section. 

Good morning! Today's report begins with the latest developments in the Ukraine war, including 

an update on the economic fallout from the Russian invasion. We next discuss several news 

stories not related to the Ukraine crisis and conclude with our pandemic coverage. 

The war in Ukraine continues unabated, but talks between Russia and Ukraine are progressing. 

Discussions between Russian and Ukrainian officials in Turkey did not end with a solution, but 

Russian President Vladimir Putin stated that there has been a positive shift in talks. On 

Wednesday, Ukraine President Volodymyr Zelensky stated he was open to making his country a 

neutral state. However, Russian officials appear to want additional concessions. In Europe, EU 

leaders rebuffed calls from Ukraine for fast-track membership but did pledge closer ties with the 

country. The move comes as Ukraine seeks reassurances from the West to have support after the 

Ukraine crisis ends. Although the EU sympathizes with Ukraine, it will likely struggle to find 

universal support for its admission, especially with Hungary, a Russian ally, as a member. In the 
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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.reuters.com/world/putin-sees-certain-positive-shifts-talks-with-ukraine-2022-03-11/
https://www.politico.eu/article/euco-versailles-summit-ukraine-russia-eu/
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U.S., the White House warned Russia could use chemical or biological weapons on Ukraine, 

perhaps as justification to use chemical weapons itself. On Thursday, a Russian official, without 

evidence, stated the U.S. funded research into bat coronaviruses. The U.S. quickly dismissed the 

allegation, but the narrative has garnered traction in Chinese and Russian media outlets. That 

being said, the accusation may explain why Russian officials have targeted nuclear facilities in 

its attacks. We suspect the Russians may be using these areas to establish the narrative that 

Ukraine was developing nuclear weapons, making the invasion necessary. As the war wages on, 

the likelihood of escalation remains elevated, and we continue to believe that as bad as things are 

now in Ukraine, there is considerably more room for things to get worse. That said, we are 

hopeful that the talks will continue to move in a positive direction. 

● Despite reassurances from Beijing that it will help Moscow cope with U.S. sanctions, 

Chinese firms have been reluctant to work with Russian firms. On Thursday, Russian 

officials stated the country’s airlines have struggled to secure parts from China. The lack 

of cooperation may be related to firms fearing the violation of trade sanctions. Last week, 

the Asian Infrastructure Investment Bank, a Chinese entity, suspended lending to Russia 

and Belarus for a similar reason.  Another reason for Chinese firms’ reluctance to sell to 

Russian firms could be related to the ruble’s depreciation against the yuan. The ruble is 

sitting near a record low against the yuan, and Chinese firms may prefer to hold off from 

doing business with Russia until its currency stabilizes at a normal level.   

● President Biden has called on the U.S. to officially end trade relations with Russia. The 

announcement could lead to Russia losing its most favored nation trade status, opening 

up the country to tariffs.  However, a U.S. President cannot unilaterally remove a 

country's trade status as the powers lay with Congress. Nonetheless, if Russia loses its 

status, it will join the club of pariah countries that include Cuba and North Korea. Other 

G-7 countries are also considering revoking Russia’s most favored nation trade status.  

○ Japan has joined the U.S. and EU in its ban of technology exports to Russia. The 

ban includes semiconductors; Japan holds a 50% market share in many of the 

categories of materials needed to produce the good.  

● In light of sanctions, Russia has still honored its commitment to supply Europe with 

energy. Its ability to send oil could reflect a willingness to maintain trade ties with the 

EU. Moscow has also stated it is prepared to repay creditors on the condition that their 

assets are unfrozen. Since the sanctions have been in place, Russian firms have struggled 

to find the dollars needed to repay creditors. As a result, there is a growing concern that 

some of these companies may default. 

○ Moscow appears poised to start reappropriating the assets of companies that are 

leaving Russia. German automaker Mercedes-Benz has warned that over $2.2 

billion of its assets are at risk if Moscow follows through on its threat.   

https://apnews.com/article/russia-ukraine-europe-jen-psaki-chemical-weapons-weapons-of-mass-destruction-f01cedf434ec697034b2912696a3448b
https://www.cnn.com/europe/live-news/ukraine-russia-putin-news-03-10-22/h_43ff2e996934fb1d77a81931c7a776da
https://www.bloomberg.com/news/articles/2022-03-03/russia-china-trade-seen-handicapped-by-yuan-s-surge-versus-ruble
https://www.bloomberg.com/news/articles/2022-03-11/biden-set-to-call-for-end-of-russia-s-preferred-trade-status?sref=uIvt3NFS
https://www.reuters.com/business/biden-call-an-end-normal-trade-relations-with-russia-increased-tariffs-russian-2022-03-11/
https://www3.nhk.or.jp/nhkworld/en/news/20220311_36/
https://www.institutmontaigne.org/en/blog/racing-new-rice-japans-plans-its-semiconductor-industry#:~:text=And%20Japan%20holds%20a%20strong,categories%20of%20materials%20for%20semiconductors.
https://www.institutmontaigne.org/en/blog/racing-new-rice-japans-plans-its-semiconductor-industry#:~:text=And%20Japan%20holds%20a%20strong,categories%20of%20materials%20for%20semiconductors.
https://www.reuters.com/business/energy/oil-jumps-after-uae-says-it-is-committed-opec-supply-pact-2022-03-09/
https://www.reuters.com/business/energy/oil-jumps-after-uae-says-it-is-committed-opec-supply-pact-2022-03-09/
https://www.bloomberg.com/news/articles/2022-03-10/russia-says-debt-payments-abroad-hinge-on-unfreezing-of-reserves?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-03-10/russia-says-debt-payments-abroad-hinge-on-unfreezing-of-reserves?sref=uIvt3NFS
https://www.theguardian.com/business/live/2022/mar/09/russian-bond-default-fitch-sanctions-oil-companies-ftse-dax-business-live
https://www.theguardian.com/business/live/2022/mar/09/russian-bond-default-fitch-sanctions-oil-companies-ftse-dax-business-live
https://www.bloomberg.com/news/articles/2022-03-11/mercedes-flags-billions-at-risk-as-russia-weighs-expropriation?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-03-11/mercedes-flags-billions-at-risk-as-russia-weighs-expropriation?sref=uIvt3NFS
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Non-Ukraine News  

● As gasoline prices start to rise, there are growing calls to suspend gas taxes as a way to 

bring down pump prices. Six Democratic governors have recently come out in support of 

the measure. Michigan and Florida have already created legislation to suspend taxes. The 

move comes as politicians are concerned with bringing down gasoline prices before mid-

term elections.  

● Treasury Secretary Janet Yellen warned high inflation would likely persist due to the war 

in Ukraine. Food and energy prices are probably the most vulnerable to the war as Russia 

is one of the top exporters of oil and wheat. 

● The Iran nuclear deal has been put on hold. Last-minute demands by Russian officials 

have caused Iran to rethink whether it is ready to rejoin the agreement. One of the major 

sticking points is a guarantee that a new U.S. president cannot overturn the agreement in 

the future. Unless the U.S. can pass the treaty through Congress, this is a pretty tall ask, 

as politicians have already expressed uneasiness with the Biden administration’s 

willingness to court authoritarians to replace Russian oil.  

COVID-19:  The number of reported cases is 453,009,597, with 6,028,678 fatalities. In the U.S., 

there are 79,454,930 confirmed cases with 965,466 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 694,725,135 doses of the vaccine have been distributed, with 

556,252,766 doses injected.  The number receiving at least one dose is 254,404,423, while the 

number of second doses is 216,449,810, and the number of the third dose, granting the highest 

level of immunity, is 95,632,936. The FT has a page on global vaccine distribution.   

● The Transportation Security Administration is extending the mask mandates on airplanes 

until April 18. The rules show that even as restrictions are becoming more lax, there are 

still concerns about a new outbreak. 

U.S. Economic Releases  

 

No major U.S. economic data has been released so far today.  The table below lists the economic 

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

 

EST Indicator Expected Prior Rating

10:00 U. of Michigan Consumer Sentiment m/m Mar P 61.0 62.8 ***

10:00 U. of Michigan Current Conditions m/m Mar P 65.8 68.2 **

10:00 U. of Michigan Expectations m/m Mar P 57.0 59.4 **

10:00 U. of Michigan 1-Year Inflation Expectation m/m Mar P 5.1% 4.9% *

10:00 U. of Michigan 5-10 Year Inflation Expectation m/m Mar P 3.0% *

Economic Releases

Fed Speakers or Events

No Fed speakers or events today  
 

https://www.wsj.com/articles/u-s-banned-russian-oil-will-suspension-of-gasoline-tax-be-next-11646917200?mod=politics_lead_pos3
https://www.detroitnews.com/story/news/local/michigan/2022/03/09/gop-led-legislature-propose-6-month-pause-michigans-27-cent-gas-tax/9437437002/
https://www.tampabay.com/news/florida-politics/2022/03/09/florida-will-suspend-gas-tax-in-october-legislature-decides/
https://thehill.com/policy/finance/597777-treasury-secretary-predicts-whole-year-of-very-uncomfortably-high-inflation
https://thehill.com/policy/finance/597777-treasury-secretary-predicts-whole-year-of-very-uncomfortably-high-inflation
https://www.reuters.com/world/middle-east/iran-says-us-desire-quick-accord-shows-it-has-no-will-strong-deal-2022-03-10/
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.reuters.com/world/us/us-extend-airplane-transit-mask-mandate-through-april-18-official-2022-03-10/
https://www.reuters.com/world/us/us-extend-airplane-transit-mask-mandate-through-april-18-official-2022-03-10/


 

 

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

www.confluenceinvestment.com 

 4 

Charts Worth Noting 

This week, the BLS released the JOLTS report for January, which tracks job openings, hiring, 

quits, and separations in the labor market.  Job openings exceed the number of unemployed by 

4.75 million, near the record of 5.1 million set in December.   This spread is historically wide for 

the JOLTS report; however, the data only go back to 2000. 

To create a longer 

historical view, we 

created a series that melds 

the JOLTS report with an 

earlier report from the 

Conference Board, which 

measured unemployment 

relative to help wanted 

ads published in 

newspapers.  Although 

not a perfect measure, it 

does give us some 

perspective into how the 

current market compares 

to earlier periods.  The 

data show that the labor 

markets haven’t been this 

tight since the early 1970s.  With labor markets this tight, it is hard to argue that the Fed hasn’t 

met its full employment mandate.   

 

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. 

 

0.0

0.4

0.8

1.2

1.6

2.0

2.4

1960 1970 1980 1990 2000 2010 2020

ADJUSTED HELP WANTED/UNEMPLOYED RATIO

R
A
T
IO

Sources:  Haver Economics, CIM



 

 

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

www.confluenceinvestment.com 

 5 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Household Spending y/y Jan 6.9% -0.2% 3.4% * Equity bullish, bond bearish

New Zealand BusinessNZ Manufacturing PMI m/m Feb 53.6 52.3 *** Equity bullish, bond bearish

Food Prices m/m Feb -0.1% 2.7% *** Equity bullish, bond bearish

South Korea BoP Current Account Balance m/m Jan $1.811b $6.062b ** Equity bearish, bond bullish

China New Yuan Loans m/m Feb 1230.0b 3980.0b 1450.0b ** Equity bearish, bond bullish

Money Supply M0 y/y Feb 5.8% 18.5% 18.0% * Equity and bond neutral

Money Supply M1 y/y Feb 4.7% -1.9% 3.8% * Equity and bond neutral

Money Supply M2 y/y Feb 9.2% 9.8% 9.6% *** Equity and bond neutral

India Industrial Production y/y Jan 1.3% 0.7% 1.4% *** Equity and bond neutral

EUROPE

Germany CPI y/y Feb F 5.1% 5.1% 5.1% *** Equity and bond neutral

CPI - EU Harmonized y/y Feb F 5.5% 5.5% 5.5% ** Equity and bond neutral

UK Industrial Production y/y Jan 2.3% 0.4% 1.9% *** Equity and bond neutral

Manufacturing Production y/y Jan 3.6% 1.3% 3.1% *** Equity bullish, bond bearish

Index of Services 3M/3M m/m Jan 1.0% 1.2% 0.8% * Equity bullish, bond bearish

Trade Balance m/m Jan -£16.159b -£2.337b -£2.400b ** Equity bearish, bond bullish

Visible Trade Balance m/m Jan -£26.499b -£12.354b -£12.600b ** Equity bearish, bond bullish

AMERICAS

Canada Net Change in Employment m/m Feb 336.6k -200.1k 127.5k *** Equity bullish, bond bearish

Unemployment Rate m/m Feb 5.5% 6.5% 6.2% *** Equity bullish, bond bearish

Participation Rate m/m Feb 65.4% 65.0% 65.2% ** Equity bullish, bond bearish

Mexico Industrial Production y/y Feb 4.3% 3.0% 2.2% *** Equity bullish, bond bearish

Manufacturing Production y/y Feb 3.8% 3.8% 2.2% * Equity bullish, bond bearish

Brazil IBGE Inflation IPCA y/y Feb 10.54% 10.38% 10.47% *** 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) 75 70 5 Up

3-mo T-bill yield (bps) 36 37 -1 Neutral

TED spread (bps) 39 33 6 Widening

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

10-yr T-note (%) 2.02 1.99 0.03 Down

Euribor/OIS spread (bps) -51 -49 -2 Neutral

Currencies Direction

Dollar Flat Neutral

Euro Up Up

Yen Down Neutral

Pound Up Up

Franc Down Neutral  
 

Commodity Markets 

 

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

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

Brent $110.50 $109.33 1.07%

WTI $107.03 $106.02 0.95%

Natural Gas $4.72 $4.63 1.99%

Crack Spread $31.86 $28.54 11.63%

12-mo strip crack $27.17 $25.47 6.67%

Ethanol rack $2.62 $2.62 0.03%

Gold $1,965.14 $1,996.98 -1.59%

Silver $25.48 $25.91 -1.66%

Copper contract $465.25 $465.25 0.00%

Corn contract $749.00 $755.75 -0.89%

Wheat contract $1,062.50 $1,087.00 -2.25%

Soybeans contract $1,671.50 $1,686.25 -0.87%

Baltic Dry Freight 2,704            2,558            146

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) -124.0 -119.0 -5.0

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 and the entire eastern half of the country, with cooler-than-normal temperatures only 

in the Pacific Northwest. The forecasts call for wet conditions in the Pacific Northwest, the Great 

Lakes region, and the Northeast.  
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Data Section 
 

U.S. Equity Markets – (as of 3/10/2022 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 3/10/2022 close) 
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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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P/E as of 3/09/2022 = 21.4x

 
 

 

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. 


