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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 21, 2022—9:30 AM EDT] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 is currently up 0.2% from its prior close. In Asia, the MSCI Asia Apex 

50 closed down 1.0%. Chinese markets were higher, with the Shanghai Composite up 0.1% from 

its prior close and the Shenzhen Composite up 0.7%. U.S. equity index futures are signaling a 

flat to 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 (3/14/2022) (with associated podcast): “The Ukraine War 

and the Path of Globalization” 

• Weekly Energy Update (3/17/2022):   The oil market spike appears to be mostly short 

covering.  The Saudis are cozying up to the Chinese.   

• 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 (3/21/2022) (with associated podcast): “A Commodity 

Update” 

• 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, where the Battle of 

Mariupol is intensifying.  We next review a range of 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:  Even though the Russian invasion force has been fought to a standstill in most 

of Ukraine, it managed to break into the southeastern port city of Mariupol on Saturday.  The 

Russian military issued an ultimatum for the city’s defenders to surrender by 5:00 am local time 

today, but Ukraine has rejected it.  The latest reports indicate there is currently fierce urban 

fighting in the city.  Meanwhile, on the diplomatic front, President Biden will hold a video 

conference today with the leaders of Germany, France, Italy, and Britain, before attending a 

NATO summit in Brussels on Wednesday, participating in a European Council summit on 

Thursday, and traveling to Poland on Friday. 

• If the Russians take control of Mariupol, it will probably free up forces that could be used 

to reinvigorate their attacks elsewhere in Ukraine.  For the time being, however, 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_3_14_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_mar_17_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_mar_17_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q122.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Mar_21_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.ft.com/content/5cf1d56a-1474-482b-be7c-5f928155c4a6
https://www.ft.com/content/5cf1d56a-1474-482b-be7c-5f928155c4a6
https://www.politico.com/news/2022/03/20/biden-to-visit-poland-this-week-00018792?utm_source=POLITICO.EU&utm_campaign=06024e5132-EMAIL_CAMPAIGN_2022_03_21_05_09&utm_medium=email&utm_term=0_10959edeb5-06024e5132-190480045


 

 

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

www.confluenceinvestment.com 

 2 

intense urban warfare in Mariupol will likely absorb and destroy massive amounts of 

Russian manpower, weaponry, and morale. 

• The Russian invasion force continues to suffer immense casualties, including high-

ranking officers.  The deputy commander of Russia’s Black Sea Fleet was killed near 

Mariupol over the weekend, bringing the number of top-ranking officers killed in action 

in Ukraine to at least six. 

• Other reports indicate the Russians have forcibly deported thousands of Ukrainians from 

Mariupol to “filtration camps” in Russia and sent them elsewhere to work as slave 

laborers. 

• As we’ve been warning, skyrocketing grain prices because of the war have created food 

shortages and higher food prices in poorer countries, particularly in the Middle East.  

Fertilizer prices are also soaring (see chart below). 

• One of the most potentially divisive issues at the meetings will be a Polish proposal to 

organize an international peacekeeping mission for Ukraine. While NATO has carried out 

such missions in Europe before, those were done after fighting eased.  President Biden 

has insisted that he won’t send U.S. troops into Ukraine because such a move would risk 

an all-out war between the U.S. and Russia.  However, increasing evidence of the 

Russian military’s weakness and poor operating capability could lead to more calls for 

intervention from those who advocate for such a move.  The Russian military’s continued 

poor performance also has the potential to push President Putin toward further escalation, 

perhaps to the point of using chemical or nuclear weapons in Ukraine. 

o Global investors appear to have become sanguine about the war in Ukraine in 

recent days, allowing financial markets to stabilize and even rebound. 

o However, it’s important to remember that military, economic, and financial risks 

still abound. 

 

 
 

https://www.rferl.org/a/russia-black-sea-fleet-deputy-commander-killed/31762245.html
https://www.rferl.org/a/russia-black-sea-fleet-deputy-commander-killed/31762245.html
https://www.reuters.com/world/europe/zelenskiy-says-russia-wages-terror-mariupol-says-thousands-deported-2022-03-20/?utm_source=POLITICO.EU&utm_campaign=a0106f09e5-EMAIL_CAMPAIGN_2022_03_20_01_29&utm_medium=email&utm_term=0_10959edeb5-a0106f09e5-190480045
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Germany-Qatar:  In a visit to Doha yesterday, German Economy Minister Robert Habeck 

reached an agreement with the Qatari government on a long-term natural gas supply deal to 

reduce Germany’s reliance on Russian gas in the wake of the Ukraine war. 

 

United Kingdom:  In what could be another major move toward European energy security, 

Prime Minister Johnson will lay out a plan to boost Britain’s nuclear energy capacity by as much 

as fivefold by 2050.  The plan would imply the construction of at least half a dozen big new 

stations over the next 25 years.  Coupled with other European countries’ new focus on energy 

independence, Johnson’s plan underscores our optimism toward uranium and other aspects of the 

nuclear industry. 

 

China:  The Hong Kong stock market has suspended trading in the shares of highly indebted 

property developer Evergrande (3333 HK, HKD,  1.65), pending a release of information from 

the company that could shed light on its restructuring and the fate of international investors. 

 

U.S. Monetary Policy:  After dissenting to the Fed’s decision last week to hike its benchmark 

interest-rate target by 0.25%, in favor of a larger hike of 0.50%, St. Louis FRB President Bullard 

said on Friday that the Fed should boost rates all the way to 3.00% this year to avoid losing 

credibility regarding its commitment to fighting inflation.  In contrast, the Fed policymakers’ 

economic projects released at last week’s meeting called for hiking the benchmark rate to about 

1.90% by the end of 2022. 

• Bullard’s statement underscores the extent to which some Fed policymakers want to raise 

interest rates to combat inflation. 

• As we’ve noted before, however, we suspect that slowing economic growth and financial 

fragilities will keep the Fed from hiking rates more than a few times this year. 

 

United States-Saudi Arabia:  In an apparent effort by President Biden to spur cooperation in 

bringing down energy prices, his administration has transferred a significant number of Patriot 

antimissile interceptors to Saudi Arabia, fulfilling Riyadh’s urgent request for resupply to fend 

off drone and missile attacks by Iran-backed Houthi rebels in neighboring Yemen. 

 

U.S. Energy Industry:  Amid high energy prices sparked by rebounding demand and supply 

concerns related to the Russia-Ukraine war, the number of active U.S. oil rigs has grown by 

roughly one-fifth in the past six months.  However, much of the new activity is to make up for a 

depleted inventory of wells drilled before the pandemic and isn’t expected to increase overall 

output enough to bring down prices significantly. 

 

U.S. Ports:  As we’ve been warning, the tight labor market and this summer’s expiration of the 

West Coast longshoremen’s labor contract raises the prospect of a strike that would further 

disrupt supply chains and boost inflation.  To avoid the potential disruptions, some shippers are 

reportedly pulling forward their holiday-season orders to get them into domestic networks early, 

and many are diverting cargo that normally moves through the West Coast to East Coast and 

Gulf Coast ports. 
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Global Semiconductor Industry:  Even as the Fed and other central banks try to bring down 

inflation, the Russia-Ukraine war and other supply shocks promise to keep prices high.  The 

latest bad news on that front comes from ASML (ASML, USD, 679.86), the Dutch maker of 

lithography machines needed to produce the most advanced chips.  According to CEO Peter 

Wennink, it will be another two years before the company can produce all the chipmaking 

machines required by semiconductor firms to meet their customers’ demands. 

 

COVID-19:  Official data show confirmed cases have risen to  470,852,725 worldwide, with 

6,078,361 deaths.  In the U.S., confirmed cases rose to 79,734,867, with 971,162 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 who are considered fully vaccinated now totals 217,060,180, equal to 65.4% of the total 

population. 

 

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

COVID-19 fell to 16,465 yesterday, down 57% from two weeks earlier. 

• Over the weekend, amid the continuing surge of Omicron infections, mainland China 

announced its first coronavirus deaths in more than a year. 

• Starting April 1, Hong Kong will significantly ease some of its draconian pandemic 

lockdown and quarantine measures, which have dramatically slowed the economy and 

prompted many residents to leave the city.  

 

U.S. Economic Releases  

 

The Chicago FRB National Activity Index came in a bit below forecast at 0.51 compared to 

expectations of 0.54.  The prior month was revised to 0.59 from the initial release of 0.69.  In 

analyzing the data, we smooth the report with a six-month moving average.   
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As the above chart shows, we are comfortably above the recession line of -0.40.  The index is 

designed to show growth above or below trend, with trend growth generating a reading of zero.  

Thus, the economy is growing above trend.   

 

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

 

EST Speaker or Event

10:00 Jerome Powell speaks at NABE Chairman of Board of Governors of Federal Reserve

Economic Releases

 No economic releases today

Fed Speakers or Events

District or Position

 

 

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

EUROPE

Germany PPI y/y Feb 25.9% 25.0% 26.2% ** Equity bearish, bond bearish

Switzerland M3 Money Supply y/y Feb 0.6% 1.0% ** Equity and bond neutral

AMERICAS

Canada Bloomberg Nanos Confidence m/m Mar 57.1 58.4 * 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) 93 93 0 Up

3-mo T-bill yield (bps) 37 39 -2 Neutral

TED spread (bps) 57 54 3 Widening

U.S. Libor/OIS spread (bps) 57 55 2 Down

10-yr T-note (%) 2.19 2.15 0.04 Up

Euribor/OIS spread (bps) -49 -49 0 Neutral

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Down Neutral

Pound Down Up

Franc Up Neutral  
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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. 

 
Price Prior Change Explanation

Brent $112.27 $107.93 4.02% Ukraine tensions

WTI $108.76 $104.70 3.88%

Natural Gas $4.88 $4.86 0.27%

Crack Spread $37.01 $36.11 2.50%

12-mo strip crack $27.49 $26.78 2.64%

Ethanol rack $2.58 $2.58 0.14%

Gold $1,925.48 $1,921.62 0.20%

Silver $25.01 $24.96 0.16%

Copper contract $467.35 $473.95 -1.39%

Corn contract $756.50 $741.75 1.99%

Wheat contract $1,093.25 $1,063.75 2.77%

Soybeans contract $1,688.00 $1,668.00 1.20%

Baltic Dry Freight 2,605            2,588            17

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

The 6-10 day forecast calls for much warmer-than-normal temperatures for the western half of 

the country, with below-normal temps for the eastern half.  It’s expected to be wet on the West 

Coast, with dry conditions for the eastern two-thirds of the nation.  The 8-14 day forecast calls 

for warmer-than-normal temps for the Mountain West region to Texas, with below-normal temps 

for New England and the California coast.  Most of the nation will see wet conditions.   
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Data Section 
 

U.S. Equity Markets – (as of 3/18/2022 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 3/18/2022 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 17, 2022 
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Based on our methodology,1 the current P/E is 21.0x, down 0.4x from last week.  The decline in 

the multiple is mostly due to upgraded earnings.  
 

 

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. 


