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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 22, 2022—9:30 AM EDT] Global equity markets are mostly higher this 

morning. In Europe, the EuroStoxx 50 is currently up 0.8% from its prior close. In Asia, the 

MSCI Asia Apex 50 closed up 1.9%. Chinese markets were mixed, with the Shanghai Composite 

up 0.2% from its prior close while the Shenzhen Composite was down 0.4%. 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 (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) 

 

We begin today’s Comment with an update on the Russia-Ukraine war.  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:  The Russian and Ukrainian armed forces appear to remain in a stalemate over 

most of Ukraine, with both sides failing to gain much territory over the last day.  Russian troops 

entered the key southeastern port city of Mariupol, but fighting in the streets has apparently been 

indecisive.  In frustration over its inability to take more territory, the Russians continue to attack 

civilian areas with artillery, missiles, and aerial bombs.  U.S. officials say this might be a new 

strategy of wearing down the population so it will accede to Russian control of both Crimea and 

southeastern Ukraine.  Meanwhile, reports suggest railway workers in Belarus have been 

cooperating with Ukrainians to cut off railroad links between the countries and thwart Russia’s 

effort to resupply its troops in Ukraine.  Here in the U.S., yesterday, President Biden warned the 

nation’s businesses and nongovernmental organizations to immediately “harden” their defenses 

against potential cyberattacks by the Russian government, citing “evolving intelligence” of such 
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plans by the Kremlin.  The President also warned again that Russia could use chemical weapons 

within Ukraine. 

• As we’ve mentioned previously, Russia’s invasion has prompted European governments 

to embark on a quick increase in their defense budgets.  However, the renewed 

commitment to a stronger defense is even broader than that.  EU officials have now 

drafted a much tougher “Strategic Compass” plan to bolster the bloc’s autonomous 

defense capability, including a much stronger focus on the threat from Russia and a 

commitment to bolster its military mobilization and transport capabilities.  EU leaders are 

expected to endorse the draft plan at their summit later this week. 

• Unfortunately, the U.S. and European shipments of vast quantities of weapons to Ukraine 

could expose the West’s own defense industry limitations. 

o For example, the U.S. has tens of thousands of Stinger anti-aircraft missiles in its 

inventory; it can continue to send hundreds or thousands at a time to Ukraine. 

o However, the missile is no longer produced in the U.S., and restarting production 

at the aging U.S. missile production facilities would be difficult. 

o Large shipments of the missile to Ukraine may require drastically bringing 

forward the Stinger’s replacement from its current date of 2030. 

• Ukrainian military officials examining captured Russian vehicles and weapon systems 

have discovered the extensive use of Western subcomponents, particularly German parts 

produced in Russian factories contrary to civilian-use-only contracts.  The news has 

sparked a controversy in Germany and prompted some German companies to stop 

shipments to Russia and shut down their factories there. 

• Separately, support for a European Union-wide ban on the purchase of Russian oil is 

growing inside the bloc, representing a significant shift in the continent’s stance toward 

how to ratchet up economic pressure on Moscow.  Such a ban is still far from certain, but 

if enacted, it would further ratchet up demand for non-Russian energy and likely drive 

prices even higher, worsening inflation.  Biden administration officials say Russian oil 

exports have already dropped by at least 2 million barrels per day because of sanctions 

and trading bans, depriving the government of a key source of revenue.  The biggest 

independent oil traders are warning about major diesel shortages in Europe, including the 

potential for rationing. 

o In other news related to Russian trade, finance, and sanctions, Moscow yesterday 

made a $66 million interest payment on a dollar bond due in 2029, again skirting 

default. 

o Russia faces a further $549 million of interest payments on its foreign-currency 

bonds this month and a $2 billion bond repayment in early April 

o Investors are unsure whether the country will be able to keep up debt payments 

beyond May 25, when an exemption in U.S. sanctions for interest payments 

expires. 

• In Asia, the Hong Kong-listed shares of Russian aluminum giant Rusal (0486 HK, HKD, 

4.03) plunged on Monday after Australia imposed an immediate ban on exporting bauxite 
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and alumina to Russia to punish it for its invasion of Ukraine.  The ban should worsen 

Russia’s supply shortages further, but it isn’t expected to halt Russian output completely. 

 

Belgium:  As Europe continues working to increase its energy security following the Russian 

invasion of Ukraine, Belgium’s federal government has postponed its plan to phase out nuclear 

electricity generation by 2025.  One reactor at both the Doel and Tihange nuclear power plants 

will have their lives extended by ten years to 2035.  The move further underscores our optimism 

regarding uranium and other aspects of the nuclear industry. 

 

Japan:  Electric utilities are scrambling to keep the lights on in Tokyo today, as freezing 

temperatures and power plant outages following a strong earthquake last week put the nation’s 

capital at risk of blackouts.  The government has warned that households and businesses need to 

reduce power consumption as much as possible, although it is not yet clear how much that will 

weigh on overall Japanese economic activity or financial markets. 

 

China:  Heavily indebted real estate development giant Evergrande (3333 HK, HKD, 1.65) said 

lenders to one of its property services units had seized $2.1 billion in cash pledged as security for 

third-party guarantees.  The move dealt a blow to international investors, hoping to recoup some 

of their losses through the subsidiary.  It will also put further downward pressure on 

Evergrande’s stock and bond values. 

 

U.S. Monetary Policy:  During a moderated discussion after a speech in Washington yesterday, 

Federal Reserve Chair Powell warned that the central bank was prepared to raise interest rates in 

half-percentage-point steps and high enough to slow the economy deliberately, if needed, to 

bring down inflation.  The remarks struck a tougher tone than he used just days earlier in a press 

conference after the Fed voted to raise its benchmark rate by a quarter point.  In response, stock 

values fell yesterday, and bond yields have jumped.  Treasury obligations are now suffering 

through their worst month since late 2016. 

• We continue to believe aggressive rate hikes could quickly lead to economic or financial 

problems, forcing an early Fed retreat. 

• All the same, such rapid or extensive rate hikes could push the economy into recession, 

especially given the current backdrop of high energy prices.  That concern goes far 

toward explaining the current flattening trend in the yield curve. 

 

U.S. Fiscal Policy:  Some state governments are also taking steps to mitigate the impact of high 

inflation, especially for energy products.  The steps include mostly short-term suspensions of 

state gasoline taxes, despite the loss of revenue that will mean for state coffers. 

• Maryland and Georgia have already suspended their state gasoline taxes. 

• Legislators in Illinois, Massachusetts, Maine, Michigan, Minnesota, New York, and 

Tennessee are weighing whether to do the same. 

• Lawmakers in California are considering giving drivers a $400 rebate to help cushion the 

blow of high gasoline prices. 

 

https://www.scmp.com/business/article/3171224/ukraine-conflict-hong-kong-listed-aluminium-giant-rusals-shares-plunge?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220321&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3171214&article_id_list=3171258,3171238,3171169,3171262,3171230,3171229,3171260,3171257&tc=29&CMCampaignID=724196864ff9b706d0076453891448a1
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U.S. Regulatory Policy:  The SEC has proposed strict requirements for publicly traded 

companies to report information on greenhouse-gas emissions and risks related to climate 

change, in one of the Biden administration’s potentially most significant environmental actions 

to date.  The proposal will be open for public comment for at least two months before the agency 

begins work on a final rule. 

 

COVID-19:  Official data show confirmed cases have risen to  472,222,374 worldwide, with 

6,094,632 deaths.  In the U.S., confirmed cases rose to 79,778,973, with 972,634 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 217,093,232, 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 rose to 21,679 yesterday, although that was still down 41% from two weeks 

earlier. 

• In a sign of the continued decline of COVID-19 across the U.S., the Defense Department 

last Wednesday skipped its update of coronavirus case numbers—data it has faithfully 

published weekly since July 2021. 

• Even though China, Hong Kong, and some other Asian countries continue to grapple 

with their vast new Omicron waves, the situation continues to improve in Japan.  As of 

today, quasi-emergency measures have ended in all 18 prefectures they had covered, 

including Tokyo and Osaka, amid a decreasing trend in the number of new infections.  

That marks the first time since January 8 that the country has no emergency measures in 

place. 

• A new study found that people who recovered from COVID-19 within the past year are 

40% more likely to be diagnosed with diabetes compared to those who weren’t infected.  

The increased risk translates into 1% of people who have had COVID-19 developing 

diabetes who otherwise wouldn’t have, resulting in potentially millions of new cases 

worldwide. 

 

U.S. Economic Releases  

 

There were no U.S. economic releases so far this morning.  The table below lists the economic 

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

 

EST Indicator Expected Prior Rating

10:00 Richmond Fed Manufact. Index m/m Feb 2.0 1.0 **

EST Speaker or Event

9:35 John Williams Takes Part in BIS Panel

1:00 Mary Daly Participates in Virtual Discussion

4:00 Loretta Mester Discuss Economic Outlook at John Carroll U.

Economic Releases

Federal Reserve

President of the Federal Reserve Bank of San Francisco

District or Position

President of the Federal Reserve Bank of New York

President of the Federal Reserve Bank of Cleveland  

 

 

https://www.wsj.com/articles/sec-to-float-mandatory-disclosure-of-climate-change-risks-emissions-11647874814?mod=hp_lista_pos1
https://www.wsj.com/articles/sec-to-float-mandatory-disclosure-of-climate-change-risks-emissions-11647874814?mod=hp_lista_pos1
https://www.wsj.com/articles/sec-to-float-mandatory-disclosure-of-climate-change-risks-emissions-11647874814?mod=hp_lista_pos1
https://www.nytimes.com/live/2022/03/22/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.military.com/daily-news/2022/03/21/sign-of-times-dod-skips-publishing-weekly-covid-19-numbers.html?utm_source=Sailthru&utm_medium=email&utm_campaign=EBB%2003.22.2022&utm_term=Editorial%20-%20Early%20Bird%20Brief
https://www.japantimes.co.jp/news/2022/03/22/national/japan-fully-lifts-covid-quasi-emergency-measures-18-prefectures/
https://www.wsj.com/articles/new-research-shows-higher-risk-of-developing-diabetes-after-covid-19-infection-11647906138?mod=hp_featst_pos4
https://www.wsj.com/articles/new-research-shows-higher-risk-of-developing-diabetes-after-covid-19-infection-11647906138?mod=hp_featst_pos4


 

 

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

www.confluenceinvestment.com 

 5 

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

New Zealand Wespac Consumer Confidence m/m Q1 92.1 99.1 * Equity bearish, bond bullish

EUROPE

Eurozone Current Account m/m Jan €22.6 bn €22.6 bn * Equity and bond neutral

Construction output y/y Jan 4.1% -3.9% * Equity bullish, bond bearish

Italy Current Account Deficit m/m Jan €5.9 bn €4.4 bn * Equity and bond neutral

UK Public Sector borrowing m/m Feb £12.3b -£3.7b £8.4b ** Equity bullish, bond bearish

AMERICAS

Canada Industrial prices m/m Feb 3.1% 3.0% 2.5% ** Equity bullish, bond bearish  
 

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) 49 47 2 Neutral

TED spread (bps) 44 45 -1 Widening

U.S. Libor/OIS spread (bps) 61 59 2 Down

10-yr T-note (%) 2.33 2.29 0.04 Up

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

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Down Neutral

Pound Up Up

Franc Up 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 $115.43 $115.62 -0.16%

WTI $111.92 $112.12 -0.18%

Natural Gas $4.96 $4.90 1.22%

Crack Spread $35.64 $35.62 0.06%

12-mo strip crack $26.71 $26.67 0.16%

Ethanol rack $2.61 $2.60 0.44%

Gold $1,927.47 $1,935.91 -0.44%

Silver $25.09 $25.21 -0.48%

Copper contract $473.80 $471.05 0.58%

Corn contract $758.25 $756.25 0.26%

Wheat contract $1,155.75 $1,119.25 3.26%

Soybeans contract $1,701.00 $1,691.00 0.59%

Baltic Dry Freight 2,589            2,605            -16

Actual Expected Difference

Crude (mb) -0.8

Gasoline (mb) -2.0

Distillates (mb) -1.1

Refinery run rates (%) 0.2%

Natural gas (bcf) -30.0

Shipping

Energy Markets

Metals

Grains

DOE Inventory Report

 
 

Weather 
 

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

thirds of the country, with below-normal temps for New England.  It’s expected to be wet in the 

Mountain West.  The 8-14 day forecast calls for below-normal temps for the West Coast, with 

above-normal temps for the South.  Most of the nation will see wet conditions.  
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Data Section 
 

U.S. Equity Markets – (as of 3/21/2022 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 3/21/2022 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 17, 2022 
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P/E as of 3/16/2022 = 21.0x

 
 

 

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. 


