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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 14, 2022—9:30 AM EDT] Global equity markets are generally mixed this 

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

MSCI Asia Apex 50 closed down 3.1%. Chinese markets were lower, with the Shanghai 

Composite down 2.6% from its prior close and the Shenzhen Composite down 2.9%. 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. 

 

Our Comment today opens with an update on the Russia-Ukraine War.  Concerns about a 

Russian missile strike close to NATO member Poland are being partially offset by positive signs 

for a diplomatic compromise.  We next review a range of U.S. and international developments 

that could affect the financial markets today.  We close with the latest news on the coronavirus 

pandemic. 

 

Russia-Ukraine:  Even as Russian forces continue regrouping for an expected new assault on 

the capital city of Kyiv, the key development over the weekend was a large Russian missile 

strike on a Ukrainian military training base just 10 miles from the Polish border.  Illustrating the 

risk of escalation in the conflict, the U.S. responded with a stern warning that NATO would 

respond to even the slightest attack on any of its territory.  In fact, even before the missile attack, 

 

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.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://www.wsj.com/articles/russian-strikes-intensify-near-kyiv-as-ukraines-president-foresees-new-stage-of-terror-11647080618
https://www.wsj.com/articles/russian-strikes-intensify-near-kyiv-as-ukraines-president-foresees-new-stage-of-terror-11647080618


 

 

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

www.confluenceinvestment.com 

 2 

Russian Deputy Foreign Minister Ryabkov warned that NATO’s arms shipments to Ukraine 

would be considered a valid target. 

• At the same time, diplomatic efforts to end the conflict continue.  In a long phone call 

Saturday, German Chancellor Scholz and French President Macron tried to persuade 

Russian President Putin to agree to an immediate ceasefire and seek a negotiated solution, 

but to no avail. 

• On a more positive note, the lower-level Russian and Ukrainian officials who have met 

several times to discuss a ceasefire have begun to sound more conciliatory.  Ukrainian 

negotiator and presidential adviser Mykhailo Podolyak said in a video posted online, "I 

think that we will achieve some results literally in a matter of days," and the RIA news 

agency quoted a Russian delegate, Leonid Slutsky, saying the latest talks had made 

substantial progress. 

o Neither side indicated what scope any near-term agreement might have.  

However, Ukrainian President Zelensky today said the negotiators are discussing 

a possible meeting between him and Putin. 

o Separately, U.S. Deputy Secretary of State Wendy Sherman said Russia showed 

signs of willingness to engage in substantive negotiations about ending. 

o The Russian and Ukrainian delegates are due to have another round of talks today, 

but this time by video conference. 

• Perhaps even more important, we are seeing signs that the Chinese leadership has 

recognized the danger it’s in by aligning too closely with Russia.  For example, a high-

level Chinese foreign policy researcher has been allowed to publish an analysis arguing 

that President Putin is bound to lose the war, which will strengthen the U.S. and the 

Western liberal democracies that, in China’s view, had been in decline.  The researcher 

argues that China, therefore, must cut its ties to Putin and help bring about a negotiated 

settlement so it won’t be isolated from the newly strengthened West in the future. 

o Amid reports Russia has asked China for military equipment and other assistance 

in its war against Ukraine, U.S. National Security Advisor Sullivan will discuss 

the situation today in Rome with top Chinese foreign affairs official Yang Jiechi. 

o Sullivan is expected to warn China against trying to bail out Russia and impress 

upon Yang the reputational damage China is suffering by standing by Russia. 

• We continue to see a high risk that the war could broaden and escalate.  Without a doubt, 

the economic and financial repercussions already set in motion will continue, from 

skyrocketing prices for energy and other commodities to a long-term risk that the U.S. 

dollar might lose its attractiveness as a global reserve currency (although it’s important to 

note that some countries, including major commodity suppliers like Canada and 

Australia, are benefitting).  Those factors point to a high possibility of a near-term 

recession or stagflation, consistent with the market action we’ve recently seen in equities, 

bonds, commodities, and currencies to date. 

o All the same, the reinvigoration of the U.S. and NATO plus the rising geopolitical 

costs for Russia and China (not to mention the horrible direct costs for Ukraine) 

https://www.reuters.com/world/europe/russian-delegate-says-talks-with-ukraine-may-soon-produce-draft-agreements-2022-03-13/
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https://www.nytimes.com/2022/03/13/opinion/china-russia-ukraine.html
https://uscnpm.org/2022/03/12/hu-wei-russia-ukraine-war-china-choice/
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suggests that a sudden, unexpected diplomatic breakthrough can’t be dismissed 

out of hand. 

o In particular, if China’s leaders change their minds about supporting Russia and 

pivot toward active peacemaking, there may be some chance for a quicker and 

more positive end to the war than now seems possible.  It’s still too early to 

predict such an outcome, but investors should keep in mind that it is a possibility.  

Indeed, the relatively more optimistic comments coming from the Russian and 

Ukrainian negotiators have already given a modest boost to stock markets today 

and are helping push down oil prices. 

 

United States-Venezuela:  Faced with a massive political backlash, the Biden administration 

has backed off its outreach to Venezuela for additional oil supplies that could help bring down 

fuel prices.  For now, it suggests Venezuela will remain isolated internationally and will have 

little ability to rejuvenate its oil industry or its oil exports to the U.S. 

 

United States-Iran:  The U.S. has turned down a Russian demand for sanctions relief before it 

would help push a revived Iran nuclear deal over the goal line.  For at least the time being, that 

has put a pause on the deal, keeping Iranian crude oil largely unavailable to world markets and 

helping keep energy prices high. 

 

Taiwan:  For the second time this year and the seventh time since the start of 2020, the island’s 

military said one of its jet fighters has crashed into the sea.  The pilot, who ejected and was 

rescued, said a mechanical problem brought the plane down. 

• The incident buttresses concern about the high operating tempos forced on the Taiwanese 

air force as it responds to Chinese planes’ frequent challenges to the island’s airspace. 

• The Chinese intrusions into Taiwan’s aircraft identification zone probably aim in part to 

wear down the island’s military forces and probe for its weaknesses.  If successful, those 

intrusions could eventually encourage China to try to take control of Taiwan, likely 

setting off a major international crisis that would drive asset prices lower. 

 

Colombia:  As anticipated, ex-Marxist guerilla Gustavo Petro won yesterday’s left-wing primary 

election, confirming he is the man to beat in the May 29 presidential vote.  In addition, Petro’s 

coalition did well in legislative elections and will be one of the biggest blocs in the next 

parliament. 

• Petro’s performance confirms that political winds in Latin America continue to blow to 

the left, threatening the region’s free-market, private-property-oriented economic 

policies. 

• The continued leftward trend threatens to undermine Latin American asset values going 

forward. 

 

United States:  With apartment rents rising rapidly, legislators across the U.S. are again looking 

to enact rent control, reviving measures largely shunned in recent years.  These proposals, which 

would generally allow landlords to boost monthly rents by no more than 2% to 10%, are on the 

legislative agenda in more than a dozen states. 

https://www.wsj.com/articles/global-stocks-markets-dow-update-03-14-2022-11647247258?mod=markets_lead_pos2
https://www.wsj.com/articles/global-stocks-markets-dow-update-03-14-2022-11647247258?mod=markets_lead_pos2
https://www.ft.com/content/503e557e-947c-4993-8016-69b2135f4432
https://www.ft.com/content/c4f72460-cdc1-416b-bf0a-0c64fcf31b97
https://www.wsj.com/articles/taiwan-air-force-loses-second-jet-fighter-this-year-11647246896?mod=hp_listb_pos3
https://www.ft.com/content/2851569d-b0d5-4254-ac87-edfb1c7f9a5b
https://www.ft.com/content/2851569d-b0d5-4254-ac87-edfb1c7f9a5b
https://www.wsj.com/articles/rent-control-measures-are-back-as-home-rents-reach-new-highs-11647180001
https://www.wsj.com/articles/rent-control-measures-are-back-as-home-rents-reach-new-highs-11647180001
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COVID-19:  Official data show confirmed cases have risen to  456,908,767 worldwide, with 

6,041,077 deaths.  In the U.S., confirmed cases rose to 79,517,492, with 967,552 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 216,647,869, equal to 65.3% of the total 

population. 

 

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

COVID-19 fell to 29,177 yesterday, down 43% from two weeks earlier. 

• In China, new locally transmitted cases tripled to more than 3,100 over the weekend, 

marking the country’s worst outbreak in two years.  In response, authorities in the 

southern metropolis of Shenzhen imposed a new set of restrictions.  For example, bus and 

subway services will be suspended beginning on Monday, and residents will be urged to 

work from home and step out only to buy daily necessities. 

o Just as important, the Shenzhen shutdown will force a number of manufacturing 

facilities to shut down for a week or more. 

o Since that portends potentially broader negative effects for the Chinese economy, 

the news contributes to today’s downdraft in energy prices.  The burgeoning 

infection rates are also driving Chinese equities down sharply today. 

• Outside the mainland, Hong Kong is facing even greater infections, in large part because 

many of its elderly residents still aren’t vaccinated.  The city’s death toll per million 

people has now surpassed that of the worst-hit European countries and all of its main 

peers in the Asia-Pacific region (see graph below). 

 

 
 

 

https://www.nytimes.com/live/2022/03/14/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.scmp.com/coronavirus/greater-china/article/3170289/china-covid-19-cases-surge-3-times-cross-3000-most-severe?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220313&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3170136&article_id_list=3170199,3170292,3170289,3170136,3170260,3170253,3170304,3170299&tc=11&CMCampaignID=aaa6b2d88365eecf5915c7b687da9fea
https://www.wsj.com/articles/covid-19-outbreak-shuts-down-some-china-factories-including-apple-supplier-11647246503?mod=article_inline
https://www.wsj.com/articles/covid-19-outbreak-shuts-down-some-china-factories-including-apple-supplier-11647246503?mod=article_inline
https://www.wsj.com/articles/chinese-stocks-fall-as-covid-19-lockdowns-add-to-investor-concerns-11647254124
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U.S. Economic Releases  

 

There were no economic releases scheduled prior to the publication of this report, nor are there 

any releases or Fed events scheduled for the day. 

 

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 on 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. 
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China FDI YTD CNY y/y Feb 37.9% 11.6% * Equity bullish, bond bearish

India Wholesale Prices y/y Feb 13.1% 13.0% 12.1% ** Equity bearish, bond bullish

CPI y/y Feb 6.1% 6.0% 6.0% *** Equity and bond neutral

New Zealand REINZ House Sales y/y Feb -32.8% -28.6% ** Equity and bond neutral

Net Migration SA m/m Jan -558 -539 * Equity and bond neutral

EUROPE

Germany Wholesale Price Index y/y Feb 16.6% 16.2% ** Equity and bond neutral

France Trade Balance m/m Jan -8034m -11321m -9672m ** Equity bullish, bond bearish

Current Account Balance m/m Jan -1.8b -7.1b ** Equity bearish, bond bullish

Bank of France Ind. Sentiment m/m Feb 107 106 106 ** Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 11-Mar 659.5b 657.6b * Equity and bond neutral

Total Sight Deposits CHF w/w 11-Mar 728.0b 725.7b * Equity and bond neutral

AMERICAS

Canada Bloomberg Nanos Confidence w/w 11-Mar 58.4 59.3 *** 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) 83 80 3 Up

3-mo T-bill yield (bps) 35 37 -2 Neutral

TED spread (bps) 47 43 4 Widening

U.S. Libor/OIS spread (bps) 52 50 2 Down

10-yr T-note (%) 2.09 2.00 0.09 Up

Euribor/OIS spread (bps) -50 -51 1 Neutral

Currencies Direction

Dollar Down Neutral

Euro Up Up

Yen Down Neutral

Pound Up Up

Franc Flat Neutral

Central Bank Action Current Prior Expected

PBOC 1-Yr Lending Facility Rate 2.850% 2.850% Below Forecast

PBOC 1-Yr Lending Facilities Volume 300.0b 100.0b Below 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 $108.97 $112.67 -3.28% Ukraine Crisis

WTI $104.88 $109.33 -4.07%

Natural Gas $4.58 $4.73 -3.01%

Crack Spread $32.53 $30.82 5.56%

12-mo strip crack $26.47 $26.15 1.22%

Ethanol rack $2.63 $2.63 0.08%

Gold $1,964.21 $1,988.46 -1.22%

Silver $25.47 $25.87 -1.57%

Copper contract $454.00 $462.55 -1.85%

Corn contract $754.00 $762.50 -1.11%

Wheat contract $1,092.00 $1,106.50 -1.31%

Soybeans contract $1,679.25 $1,676.00 0.19%

Baltic Dry Freight 2,718            2,704            14

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

the country, with cooler-than-normal temperatures in the Northern Pacific region. The forecasts 

call for wet conditions for most of the country, with dry conditions expected in the Southeast.  
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Data Section 
 

U.S. Equity Markets – (as of 3/11/2022 close) 
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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 3/11/2022 close) 
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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. 


