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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 31, 2022—9:30 AM EDT] Global equity markets are mostly lower this 

morning. In Europe, the EuroStoxx 50 index is currently down 0.5% from its prior close. In Asia, 

the MSCI Asia Apex 50 closed down 0.8%. Chinese markets were lower, with the Shanghai 

Composite down 0.4% from its prior close while the Shenzhen Composite was down 0.9%.  In 

contrast, 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 (3/28/2022) (with associated podcast): “The New Era of 

Higher Defense Budgets” 

• Weekly Energy Update (3/31/2022):  Commercial crude oil stocks decline.  We touch 

on Russia’s call to force buyers to pay for its oil in rubles.   

• 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 (3/25/2022): “The 2022 Outlook: Update #1” 

• Current Perspectives: “2022 Outlook: Update #1” (2/18/2022) 

 

Good morning! Today, we will begin our report with the latest updates on Russia’s invasion of 

Ukraine. The focus of the discussion will be on possible miscalculations from both Russia and 

the West. Next, we will give a brief roundup of the latest U.S. economic and policy news, 

followed by international news, and conclude with our daily COVID-19 coverage. 

On Wednesday, Russia intensified its bombing of Ukrainian cities. The renewed assault comes a 

day after Moscow vowed to scale back attacks as the two sides continue ceasefire talks. 

Following the new series of attacks near Kyiv, Ukrainian forces are also preparing for a Russian 

offensive from the east. That being said, peace talks are still expected to resume on Friday, and 

there are expectations that one-on-one negotiations between Ukrainian President Volodymyr 

Zelensky and Russian President Vladimir Putin could take place as soon as next week.  

The increased bombardment from Russia is likely a negotiation tactic. By ratcheting up the scale 

of its attack, Moscow is building up leverage. As a result, we do not interpret Russia’s decision 

to ramp up its attack on Ukraine as a sign that talks are falling apart; in fact, it may be the 
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contrary. If a ceasefire is agreed upon, we are not optimistic that Russia will end its pursuit of 

Ukraine. We suspect Russia will use the break in fighting to reevaluate its tactics and resupply its 

inventory to prepare for another offensive. Our suspicion has been heightened by Putin’s 

decision to sign an order for 135,000 conscripts for the Russian Army. 

As Russia prepares for another round of discussions, the West has started to remind Moscow of 

its failures. Officials in the EU, the U.K., and the U.S. have all individually alluded to Putin not 

being given accurate information from his security advisors about the situation in Ukraine. The 

comments may be an attempt by the West to undermine Putin’s trust in his own intelligence, so 

he thinks twice about mounting another invasion. However, we are not confident that this tactic 

will be effective. Based on our research, we believe that the reason Putin was given bad 

information about the feasibility of the invasion is due to his own willful disillusionment. In 

other words, Putin was not receiving information challenging his view that an invasion was easy 

because intelligence officers knew he would never hear anything different. As Kenneth Galbraith 

so aptly put it, when faced with the choice of changing his mind and proving he doesn’t have to, 

Putin gets busy on the proof.  As a result, we suspect Putin may still believe his instincts are 

correct and will attempt to wait out his enemies. 

He may not be completely wrong. As the war in Ukraine rages on, Russian energy is becoming 

more of a divisive issue around the world. Reports on Wednesday suggest Europe is preparing 

for another energy crunch. German officials have warned households and companies to begin 

conserving energy as it prepares for the possibility that Russia will cut off its natural gas. In 

Poland, the government has announced steps to end the import of Russian oil by year’s end. 

These moves come as Russia tries to prop up its currency by demanding payment for natural gas 

in rubles instead of euros. Meanwhile, in the Indo-Pacific, Japanese Prime Minister Fumio 

Kishida stated that his country is not prepared to abandon its stake in the Sakhalin-2 liquefied 

natural gas (LNG) project in Russia. Additionally, India is currently entertaining an offer to buy 

Ural Crude from Russia for as low as $35 a barrel.  

Although it is true that Putin was wrong about his country’s military capabilities, his view that 

the U.S.-led coalition of developed countries is weaker than it appears on paper may prove to be 

right in the long run. In light of sanctions, Russia has maintained its daily shipments of LNG 

since the start of the conflict with Ukraine. One report suggested that deliveries are up 10% from 

a year ago. As a result, we still think it is too early to assume that rivalry between the West and 

Russia is on the verge of ending, even if peace talks to end the Ukraine invasion are successful. 

Therefore, we expect market uncertainty to persist over the coming months.  

U.S. Economic and policy news 

● President Biden is expected to invoke the 1950 Defense Production Act to encourage the 

production of critical minerals needed for electric vehicles and other types of batteries.  

The move comes as the Biden administration looks to diversify its energy resources. 

● The U.S. is taking bold steps to help push down the price of crude oil. The U.S. is 

considering easing a ban on talks with senior officials in the Maduro government as it 

looks to restart talks between the government and its political opposition. The ease in 

restrictions will allow Chevron (CVX, $165.48), which has four joint ventures with state-

https://www.axios.com/russia-new-conscripts-ukraine-invasion-e95c2650-cbc8-4d11-8f36-013f98c0f1a9.html
https://www.reuters.com/world/putin-advisers-too-afraid-tell-him-truth-ukraine-us-official-2022-03-30/
https://www.ft.com/content/52905585-d142-4610-9089-c9b973c83e0b
https://www.nytimes.com/2022/03/30/world/europe/putin-advisers-ukraine.html
https://apnews.com/article/russia-ukraine-business-europe-germany-0205525f2107f57e31b41d02e5a91e6c
https://apnews.com/article/russia-ukraine-business-europe-germany-0205525f2107f57e31b41d02e5a91e6c
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https://www.bloomberg.com/news/articles/2022-03-30/u-s-weighs-easing-limits-on-chevron-contacts-with-venezuela
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backed PDVSA, potentially to act as a mediator. Additionally, the U.S. is considering 

releasing a million barrels a day from reserves.  

 

International News 

China and the EU are scheduled to hold a video summit on Friday. The EU is expected to tell 

China that it will face sanctions if it aids Russia in its war efforts.  

COVID-19: The number of reported cases is 486,287,186, with 6,137,546 fatalities. In the U.S., 

there are 80,057,308 confirmed cases with 979,851 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 702,181,465 doses of the vaccine have been distributed, with 

560,419,082 doses injected. The number receiving at least one dose is 255,428,475, while the 

number of second doses is 217,556,439, and the number of the third dose, granting the highest 

level of immunity, is 97,495,673. The FT has a page on global vaccine distribution.   

● The Center for Disease Control and Prevention plans to end the use of Title 42 in May. 

The order was implemented to control the flow of immigrants entering the country.  

● There are concerns that there will not be enough supply of the second booster shot.  

● Outbreaks of COVID in Shanghai have forced Tesla (TSLA, $1,093.99) to suspend 

production by at least a day. The move comes as the city faces a phased lockdown due to 

a rise in COVID-19 cases.  

 

U.S. Economic Releases  

Initial applications for unemployment benefits in the week ended March 26 rose to a seasonally 

adjusted 202K, modestly higher than both the expected level of 196K and the revised level of 

188K in the previous week. On a more positive note, however, the four-week moving average of 

initial jobless claims, which helps smooth out some of the volatility in the series, fell to 208K.  

The figures still suggest the labor market remains very tight, and employers are not laying off 

many workers. In a sign that the high demand for workers is drawing more unemployed people 

off the sidelines, continuing jobless claims in the week ended March 19 fell to 1.307M, beating 

both the anticipated level of 1.340M and the revised figure of 1.342M in the prior week. The 

chart below shows the change in initial jobless claims since just before the previous recession. 

The chart is truncated during much of the pandemic period because of the extremely high levels 

of claims at that time. 

 

https://www.reuters.com/business/energy/biden-will-give-remarks-thursday-efforts-lower-gas-prices-white-house-2022-03-31/
https://www.reuters.com/business/energy/biden-will-give-remarks-thursday-efforts-lower-gas-prices-white-house-2022-03-31/
https://www.scmp.com/news/china/diplomacy/article/3172488/china-eu-summit-beijing-will-be-reminded-its-support-russian
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.axios.com/title-42-covid-border-policy-ends-border-surge-immigration-4deaa23f-60aa-4a75-88f9-679a51ee03e3.html
https://www.politico.com/newsletters/politico-pulse/2022/03/30/officials-sound-the-alarm-on-vaccine-supply-00021571
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To better illuminate recent trends, the chart below shows the change in initial jobless claims just 

since the beginning of 2021. 

 

 
 

In a separate report, February personal income expanded by a seasonally adjusted 0.5%, exactly 

as expected. The increase marks a notable acceleration from the revised January gain of just 

0.1%. However, consumer spending was much more muted.  February personal consumption 

expenditures (PCE) increased 0.2%, falling short of the anticipated rise of 0.5% and slowing 

considerably from the jump of 2.7% in January. The volume of personal income in February was 

up 6.0% from the same month one year earlier. Against the backdrop of falling pandemic 

restrictions and worries, the volume of PCE was up an even more robust 13.7%. The chart below 

shows the year-over-year increase in personal income and PCE since just before the prior 

recession. 
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The personal income and spending report also includes a measure of the personal savings rate, 

calculated as the share of after-tax (disposable) income not spent on consumption. The report 

today showed that the February personal savings rate edged up a bit to 6.3%, although it remains 

similar to the savings rates prevailing before the pandemic. The chart below shows the 

fluctuation in the personal savings rate since just before the previous recession. 

 

 
 

Finally, the personal income and spending report includes the Fed’s preferred measure of 

consumer price inflation. Excluding the volatile food and energy components, the February 

“Core PCE Deflator” was up 5.4% year-over-year, slightly better than the expected rise of 5.5% 

but still bigger than the gain of 5.2% in the year to January. Core PCE inflation is now at its 

highest level since Spring 1983, and it remains far above the Fed’s target of 2% on average. The 

chart below shows how Core PCE inflation has changed over the last several decades. 
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The table below lists the economic releases and/or Fed events scheduled for the rest of today 

 

EST Indicator Expected Prior Rating

9:45 MNI Chicago PMI m/m Mar 57.0 56.3 ***

EST Speaker or Event

9:00 John Williams Makes Opening Remarks President of the Federal Reserve Bank of New York

Economic Releases

Federal Reserve

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. 
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Industrial Production y/y Feb P 0.2% -0.5% 0.8% *** Equity bearish, bond bullish

Japan Buying Foreign Bonds w/w 25-Mar -¥708.2b -¥109.7b * Equity and bond neutral

Japan Buying Foreign Stocks w/w 25-Mar ¥24.6b ¥123.5b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 25-Mar -¥2396.3b -¥964.1b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 25-Mar -¥241.1b -¥631.8b * Equity and bond neutral

Housing Starts y/y Feb 6.3% 2.1% 1.2% ** Equity bullish, bond bearish

Annualized Housing Starts y/y Feb P 0.872m 0.820m 0.824m * Equity bullish, bond bearish

Australia Building Approvals m/m Feb 43.5% -27.1% 5.0% *** Equity bullish, bond bearish

Private Sector Credit y/y Feb 7.9% 7.6% 7.9% ** Equity and bond neutral

South Korea Business Survey - Manufacturing m/m Apr 85 93 ** Equity bearish, bond bullish

Business Survey - Non-Manufacturing m/m Apr 82 84 * Equity bearish, bond bullish

Industrial Production y/y Feb 6.5% 4.2% 4.5% *** Equity bullish, bond bearish

China Official Manufacturing PMI m/m Mar 49.5 50.2 49.8 *** Equity bearish, bond bullish

Official Services PMI m/m Mar 48.4 51.6 50.3 ** Equity bearish, bond bullish

Official Composite PMI m/m Mar 48.8 51.2 * Equity bearish, bond bullish

EUROPE

Eurozone Unemployment Rate m/m Feb 6.8% 6.9% 6.7% ** Equity bearish, bond bullish

Germany Unemployment Change m/m Mar -18.0k -33.0k -20.0k *** Equity and bond neutral

Unemployment Claims Rate m/m Mar 5.0% 5.0% 5.0% ** Equity and bond neutral

Retail Sales y/y Feb 7.1% 10.4% 6.3% * Equity bullish, bond bearish

France CPI y/y Mar P 4.5% 3.6% 4.3% *** Equity bearish, bond bearish

CPI, EU Harmonized y/y Mar P 5.1% 4.2% 4.9% ** Equity bearish, bond bearish

PPI y/y Feb 22.4% 22.4% ** Equity and bond neutral

Italy CPI, EU Harmonized y/y Mar P 7.0% 6.2% 7.2% *** Equity and bond neutral

CPI NIC Including Tobacco y/y Mar P 6.7% 5.7% 6.4% ** Equity and bond neutral

Unemployment Rate m/m Feb 8.5% 8.6% 8.7% ** Equity and bond neutral

UK Nationwide House Price Index y/y Mar 14.3% 12.6% 13.4% *** Equity and bond neutral

GDP y/y 4Q F 6.6% 6.5% 6.5% *** Equity bullish, bond bearish

Switzerland Real Retail Sales y/y Feb 12.8% 5.7% ** Equity bullish, bond bearish

AMERICAS

Canada GDP y/y Jan 3.5% 3.7% 3.6% ** Equity and bond neutral

Brazil National Unemployment Rate m/m Feb 11.2% 11.2% 11.4% * 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) 101 100 1 Up

3-mo T-bill yield (bps) 50 53 -3 Neutral

TED spread (bps) 51 47 4 Widening

U.S. Sibor/OIS spread (bps) 67 64 3 Up

U.S. Libor/OIS spread (bps) 71 68 3 Up

10-yr T-note (%) 2.31 2.35 -0.04 Up

Euribor/OIS spread (bps) -46 -47 1 Neutral

Currencies Direction

Dollar Up Neutral

Euro Down Up

Yen Up Neutral

Pound Flat Up

Franc Down 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 $107.39 $113.45 -5.34% Biden administration mulling big release from SPR.

WTI $102.30 $107.82 -5.12% Biden administration mulling big release from SPR.

Natural Gas $5.52 $5.61 -1.48%

Crack Spread $32.77 $32.78 -0.02%

12-mo strip crack $26.12 $26.16 -0.14%

Ethanol rack $2.52 $2.52 -0.21%

Metals

Gold $1,930.99 $1,932.87 -0.10%

Silver $24.86 $24.87 -0.04%

Copper contract $474.15 $475.05 -0.19%

Grains

Corn contract $737.75 $738.00 -0.03%

Wheat contract $1,029.00 $1,027.25 0.17%

Soybeans contract $1,664.25 $1,664.00 0.02%

Shipping

Baltic Dry Freight 2,369            2,417            -48

Actual Expected Difference

Crude (mb) -3.4 -2.0 -1.4

Gasoline (mb) 0.8 -1.6 2.4

Distillates (mb) 1.4 -1.5 2.9

Refinery run rates (%) 1.0% 0.4% 0.6%

Natural gas (bcf) 24.0

Energy Markets

DOE Inventory Report

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer-than-normal temperatures in 

California, the Southwest, and all along the East Coast, with cooler-than-normal temperatures in 

the Pacific Northwest and the Mississippi Valley.  The forecasts call for wetter-than-normal 

conditions in the Pacific Northwest and the area east of the Mississippi River, while dry 

conditions are anticipated in California and the Southwest. 
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Data Section 
 

U.S. Equity Markets – (as of 3/30/2022 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 3/30/2022 close) 

 

-10% 0% 10% 20% 30%

US Corporate Bond

Growth

Small Cap
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Emerging Markets ($)

Emerging Markets (local currency)

Foreign Developed ($)

US High Yield

Real Estate

Mid Cap

Large Cap

Foreign Developed (local currency)

Cash

Value

Commodities

YTD Asset Class Total Return

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 31, 2022 
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P/E as of 3/30/2022 = 21.0x

 
 

 

Based on our methodology,1 the current P/E is 21.0x, unchanged from last week.   
 

 

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. 


