
 

 

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

www.confluenceinvestment.com 

 1 

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: May 5, 2022—9:30 AM EDT] Global equity markets are mixed this morning. In 

Europe, the EuroStoxx 50 index is currently up 1.6% from its prior close. In Asia, the MSCI 

Asia Apex 50 index closed up 0.2%. Chinese markets were also higher, with both the Shanghai 

Composite and the Shenzhen Composite closing up 0.7%.  In contrast, U.S. equity index futures 

are signaling a lower open. With 392 companies having reported, the S&P 500 Q1 2022 earnings 

stand at $54.20, lower than the $54.70 forecast for the quarter. The forecast reflects a 4.7% 

increase from Q1 2021 earnings. Thus far this quarter, 79.3% of the companies have reported 

earnings above forecast, while 17.3% have reported earnings below forecast.  
 

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 (4/25/2022) (with associated podcast): “The Russians 

Respond” 

• Weekly Energy Update (5/5/2022): We recap the weekly data and discuss energy 

news from the week 

• Asset Allocation Quarterly - Q2 2022 (4/21/2022): Discussion of our asset allocation 

process, Q2 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (5/2/2022) (with associated podcast): “The Tale of Two 

Surveys” 

• Confluence of Ideas podcast (3/25/2022): “The 2022 Outlook: Update #1” 

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

• Charts Worth Noting: We have an update on the labor markets, looking at the 

relationship of job openings and the level of unemployment 

 

Good morning! Today's report begins with a discussion on yesterday's FOMC meeting and other 

central bank news. Next, we give a roundup of the latest news regarding the Russian invasion 

followed by international developments, with a focus on U.K. local elections. Lastly, we end 

with the latest COVID news. 

 

The Fed: The Federal Reserve raised its target rate for the federal funds by 50 bps on 

Wednesday, the most significant increase in 20 years. Investors had anticipated a possible 75 bps 

rate hike. The market responded favorably to the decision as it suggests the Fed has become less 

hawkish. Following the announcement, equities rose, Treasury yields fell, and the dollar 

 

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_4_25_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_May_05_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_May_05_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q222.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_May_2_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.cnbc.com/2022/05/04/heres-what-the-feds-half-point-rate-hike-means-for-your-money.html
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weakened. In addition to raising rates, the central bank also decided to start its balance sheet 

reduction on June 1 but at a slower pace than expected. The March meeting minutes indicated 

that the Federal Reserve planned to reduce its balance sheet at a maximum rate of $60 billion in 

Treasuries and $35 billion in mortgage-backed securities. However, the recent announcement 

shows that the Fed will wait three months before reducing it that fast. In the meantime, the Fed 

will reduce its balance sheet by $30 billion in Treasuries and $17.5 billion in mortgage-backed 

securities.  

 

The Fed's reluctance to raise rates by 75 bps and reduce the balance sheet at the maximum rate 

suggests that members still suspect that inflation will prove to be transitory. Their confidence is 

likely related to the latest CPI report. Although core CPI rose 6.6% from the year in March, well 

above the Fed's 2.0% target, the monthly change was 0.3%, barely above its long-term average. 

Next week's CPI report will provide further insight into whether inflation is indeed transitory. 

Finally, the modest walk back from monetary tightening increases the possibility that the Fed 

may be able to avoid causing a recession.  

 

Other Central Bank News: 

● The Bank of England warned that the economy could slip into recession later this year as 

higher energy prices push inflation upward. However, the central bank appears to be 

committed to tightening its monetary policy. On Thursday, it voted to raise its policy rate 

by 25 bps to 1%, its highest level since February 2009. 

● ECB board member Fabio Panetta told Italian newspaper La Stampa that the central bank 

should not raise rates in July. He added that the euro area economy is "de facto 

stagnating" and that the bank should hold off until it has seen GDP numbers for the 

second quarter. Panetta is considered a dove, and his opinion is not in line with some of 

his colleagues. His comments signal that policymakers are finding it more complicated to 

determine whether they should prioritize economic growth or inflation.  

● The Reserve Bank of India raised rates by 40 bps to 4.40% and the reverse repo by the 

same amount as the central bank tries to rein in inflation in India.  

 

Russia-Ukraine Update: 

● After refusing Russian demands to pay for natural gas using the ruble, Poland received 

fuel from its allies. The Russian energy company Gazprom has threatened to reduce gas 

transit from countries that have helped supply Poland. It is not clear how Gazprom will 

respond; however, it could mean that other countries will face a reduction of gas from 

Russia.  

● Ukraine is preparing for the possibility that Belarus will help Russia in its invasion. 

Armed forces in Belarus have been holding military drills along the border of Ukraine. 

The potential involvement of Belarus raises the likelihood that the war could spread 

further into Europe. However, it is unclear whether the Belarusian government can 

convince its public to support the effort. One poll from a British think tank suggests that 

most Belarusians are opposed to their country's involvement in the war. 

https://www.ft.com/content/5001ffb8-96d6-4e1a-a9dc-5ad4470930c7
https://www.reuters.com/business/ecb-should-not-raise-rates-july-before-q2-gdp-data-panetta-2022-05-05/
https://www.reuters.com/business/ecb-should-not-raise-rates-july-before-q2-gdp-data-panetta-2022-05-05/
https://www.bloomberg.com/news/articles/2022-05-04/india-hikes-rate-in-surprise-move-as-inflation-fight-intensifies?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-05-04/cut-off-by-moscow-poland-gets-russian-gas-from-its-allies?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-05-04/cut-off-by-moscow-poland-gets-russian-gas-from-its-allies?srnd=premium&sref=uIvt3NFS
https://www.reuters.com/world/europe/ukraine-says-it-is-ready-if-belarus-joins-russian-war-effort-2022-05-04/
https://drive.google.com/file/d/1usMUni92q0VDlBsV2HW_n7VfxrFe6wwB/view
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● The Kremlin has rejected rumors that Russian President Vladimir Putin will declare war 

against Ukraine in his speech on Monday. May 9 marks the anniversary of Germany's 

surrender in World War II. There is speculation that Putin will use the day to make a big 

announcement, such as declaring war on Ukraine or declaring victory. Since the invasion 

began on February 24, Putin has described the conflict as a "special operation." A 

declaration of war could mean that Russia is prepared to escalate the amount of force in 

its quest to take Ukraine.  

● The war in Ukraine is having an impact on the German economy. In March, factory 

orders fell by 4.7% from the prior month as factories faced soaring costs and input 

shortages due to the war. The slowdown in orders suggests that Germany may be headed 

toward an economic contraction.  

● The EU’s proposed ban on Russian oil has been met with pushback from smaller member 

countries. Hungary would like to change the timing of the phase out, while Greece, 

Malta, and Cyprus voiced concerns about restrictions regarding shipping oil to third-

world countries. The pushback suggests that the EU ban will be complicated as countries 

try to adapt to life without Russia.  

● Israel has expressed willingness to support Ukraine in its war efforts against Russia.  

 

International News: 

● Brazil’s presidential front-runner Luiz Inacio Lula da Silva has criticized the West for not 

doing enough to prevent Russia from invading Ukraine. In an interview with Time 

magazine, he argued that the reluctance of Western leaders to negotiate with Putin is 

what caused the war and warned that sanctions on Russia would hurt the global economy. 

Lula da Silva's remarks are another example of how developing countries have primarily 

sided with Russia in its invasion of Ukraine.  

● North Korea launched a ballistic missile toward its eastern waters. The launch comes six 

days before a new South Korean president is set to assume office. North Korean leader 

Kim Jong-un has pledged to accelerate his nuclear program and has threatened to use it 

against rivals. The increased hostilities will likely create unfavorable market conditions 

for risk assets in North Korean rivals Japan and South Korea.  

● In the U.K., voters are headed to the polls for local elections. The results will gauge the 

popularity of PM Boris Johnson. Scandals have plagued the Johnson administration for 

several months, but the war in Ukraine has helped reshape his image. As a result, the 

Tories are expected to lose as many as 548 seats in England and Wales.  

○ In related news, Northern Ireland is expected to elect a majority of its seats to 

Sinn Féin, a nationalist Irish party. If true, this would be the first time the 

country's First Minister seat will be held by someone that is not loyal to the 

throne. This outcome could affect the Brexit agreement as the NI protocol 

remains a contentious issue for the U.K. and the EU. The protocol removed the 

need for a hard border between Northern Ireland and Ireland by allowing British 

goods to transfer through checkpoints into Northern Ireland. Unionists, a group 

loyal to the throne, have pleaded with the U.K. to eliminate the protocol as they 

believe it could pave the way for the region's exit from the commonwealth. 

https://www.reuters.com/world/europe/kremlin-dismisses-speculation-putin-declare-war-ukraine-may-9-2022-05-04/
https://www.reuters.com/world/europe/kremlin-dismisses-speculation-putin-declare-war-ukraine-may-9-2022-05-04/
https://breakingthenews.net/Article/German-factory-orders-down-4.7-in-March/57817733
https://breakingthenews.net/Article/German-factory-orders-down-4.7-in-March/57817733
https://www.politico.eu/article/sanctions-vladimir-putin-eu-russia-oil-ban-hungary-slovakia-viktor-orban/
https://www.politico.eu/article/sanctions-vladimir-putin-eu-russia-oil-ban-hungary-slovakia-viktor-orban/
https://www.axios.com/israel-weighs-increasing-military-aid-ukraine-russia-1e02d8b4-20e7-4b1a-8f73-638d967af1b9.html
https://www.bloomberg.com/news/articles/2022-05-04/lula-says-zelensky-biden-share-blame-for-putin-s-war-on-ukraine?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-05-04/lula-says-zelensky-biden-share-blame-for-putin-s-war-on-ukraine?srnd=premium&sref=uIvt3NFS
https://www.politico.com/news/2022/05/04/north-korea-missile-launch-00029903
https://www.bloomberg.com/news/articles/2022-05-05/boris-johnson-braces-for-local-poll-backlash-over-partygate?sref=uIvt3NFS
https://www.aljazeera.com/news/2022/5/4/northern-ireland-set-to-vote-in-election-poised-to-make-history
https://www.aljazeera.com/news/2022/5/4/northern-ireland-set-to-vote-in-election-poised-to-make-history
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Assuming Sinn Féin wins, it will likely create unfavorable conditions for risk 

assets in the U.K. In addition, it raises the likelihood of a return to the Troubles, 

an ethno-nationalist conflict in Northern Ireland that lasted from 1960 to 1998. 

● OPEC+ is expected to maintain its policy of raising production by 430,000 barrels per 

day for June. The decision comes as oil prices remain above $100 per barrel. The Senate 

is considering anti-trust legislation to allow members of the oil cartel to be sued. 

However, it is unclear whether such a law would impact countries' willingness to produce 

more oil.  

● India is considering placing limits on wheat shipments due to concerns of a shortage 

resulting from the war between Russia and Ukraine. However, the move could worsen 

inflation in global food prices.  

 

COVID-19: The number of reported cases is 515,416,787 with 6,244,507 fatalities. In the U.S., 

there are 81,620,610 confirmed cases with 996,694 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 729,623,415 doses of the vaccine have been distributed, with 

577,306,842 doses injected. The number receiving at least one dose is 257,881,623, the number 

of second doses is 219,902,417, and the number of those who have had the third dose, granting 

the highest level of immunity, is 100,901,425. The FT has a page on global vaccine distribution.   
 

● COVID-19 cases are surging again in South Africa. The country was the starting point 

for the Omicron variants. As a result, scientists have been paying close attention to rising 

cases within the area.  

● In April, lockdowns in China have led the country to a severe slowdown in services 

activity. The latest CAIXIN China Services PMI fell to its lowest level since the 

pandemic began in February 2020.  

● In positive news, the newer variants of COVID-19 have faded away faster than previous 

variants. If true, this could mean that the virus is becoming less lethal.  

 

U.S. Economic Releases  

 

Initial applications for unemployment benefits in the week ended April 30 rose to a seasonally 

adjusted 200,000.  That level was worse than expectations that initial claims would essentially 

match the previous week’s revised level of 181,000, but it was still one of the lowest readings in 

decades.  The four-week moving average of initial claims, which helps smooth out some of the 

volatility in the series, rose to 188,000, also remaining near multi-decade lows.  In sum, the 

figures suggest the current labor shortage continues to discourage employers from laying off 

workers.  Meanwhile, the number of unemployed people continuing to draw benefits in the week 

ended April 23 fell to 1.384 million, better than expectations that continuing claims would fall 

only slightly from their revised level of 1.403 million in the previous week.  The chart below 

shows how initial jobless claims have fluctuated since just before the prior recession.  The chart 

is truncated through much of the pandemic period because of the extremely high level of claims 

at that time. 

 

https://www.cnbc.com/2022/05/05/opec-meeting-oil-prices-climb-as-group-asssess-eu-russian-ban.html
https://www.bloomberg.com/news/articles/2022-05-05/opec-antitrust-effort-revived-by-u-s-senate-as-oil-prices-surge?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2022-05-04/india-considers-restricting-wheat-exports-as-heat-destroys-crops?sref=uIvt3NFS
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.cnn.com/2022/05/04/world/coronavirus-newsletter-intl-05-04-22/index.html
https://www.reuters.com/world/china/chinas-services-activity-falls-second-sharpest-rate-record-caixin-pmi-2022-05-05/
https://www.reuters.com/world/china/chinas-services-activity-falls-second-sharpest-rate-record-caixin-pmi-2022-05-05/
https://www.nytimes.com/2022/05/04/health/covid-variants-gamma-iota-mu.html?smid=url-copy
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To provide more detail on recent trends, the chart below shows how initial jobless claims have 

changed just since the start of 2021. 
 

 
 

A separate report today focused on the productivity of U.S. workers, defined as the average value 

of output per hour worked.  After stripping out price changes and normal seasonal fluctuations, 

first quarter nonfarm productivity declined at an annualized rate of 7.5%, worse than both the 

expected rate of decline of 5.3% and the revised 6.3% rate of increase in the fourth quarter of 

2021.  Taking into account the fluctuations in each of the last four quarters, productivity at the 

beginning of the year was down 0.6% from the same period one year earlier.  The decline in 

productivity reflects both the overall drop in economic output in the first quarter and the supply 

disruptions and other issues that are currently making workers less efficient at their jobs.  Since 

productivity growth is key to boosting living standards and supporting higher wages, the drop in 

productivity is a red flag for the economy going forward.  The chart below shows the year-over-

year growth in real productivity since just before the previous recession. 
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Reflecting the drop in productivity, first quarter unit labor costs jumped at an annualized rate of 

11.6%, worse than both the anticipated rate of 10.0% and the revised fourth quarter rate of 1.0%.  

First quarter unit labor costs were up 7.2% year-over-year.  Lower productivity and higher unit 

labor costs threaten to further fuel inflation going forward.  We also note that recent recessions 

have often been preceded by unit labor costs rising more than 4.0% year-over-year.  The chart 

below shows the year-over-year growth in real unit labor costs since just before the prior 

recession. 
 

 
 

There are no other major economic releases or Fed events scheduled for the rest of today. 

 

Charts Worth Noting: This week, the BLS released the JOLTS report for March, which tracks 

job openings, hiring, quits, and separations in the labor market.  Job openings exceed the number 
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of unemployed by 5.59 million, a new record.  This spread is historically wide for the JOLTS 

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

 

To construct 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 the labor markets 

haven’t been this tight since 

1973.  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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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. 
 

 
 

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. 
 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Australia Building Approvals m/m Mar -18.5% 42.0% -12.0% *** Equity bearish, bond bullish

Trade Balance m/m Mar A$9.314b A$7.437b A$8.400b *** Equity and bond neutral

Exports m/m Mar 0.0% 0.0% 3.0% * Equity and bond neutral

Imports m/m Mar -5.0% 12.0% -5.0% * Equity and bond neutral

China Caixin Services PMI m/m Apr 36.2 42.0 40.0 ** Equity bearish, bond bullish

Caixin Composite PMI m/m Apr 37.2 43.9 ** Equity bearish, bond bullish

India S&P Services PMI m/m Apr 57.9 53.6 ** Equity bullish, bond bearish

S&P Composite PMI m/m Apr 57.6 54.3 ** Equity bullish, bond bearish

EUROPE

Germany S&P Construction PMI m/m Apr 46.0 50.9 * Equity and bond neutral

Factory Orders WDA y/y Mar -3.1% 4.3% -0.7% *** Equity bearish, bond bullish

France Industrial Production y/y Mar 0.1% 2.1% 1.4% *** Equity bearish, bond bullish

Manufacturing Production y/y Mar 1.5% 2.9% ** Equity bearish, bond bullish

UK S&P/CIPS Services PMI m/m Apr F 58.9 58.3 58.3 ** Equity bullish, bond bearish

S&P/CIPS Composite PMI m/m Apr F 58.2 57.6 57.6 ** Equity bullish, bond bearish

New Car Registrations y/y Apr -15.8% -14.3% * Equity and bond neutral

Switzerland CPI y/y Apr 2.5% 2.4% 2.6% *** Equity and bond neutral

Core CPI y/y Apr 1.5% 1.4% 1.6% * Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 136 133 3 Up

3-mo T-bill yield (bps) 84 86 -2 Neutral

TED spread (bps) 52 48 4 Widening

U.S. Sibor/OIS spread (bps) 118 116 2 Up

U.S. Libor/OIS spread (bps) 122 120 2 Up

10-yr T-note (%) 2.95 2.94 0.01 Up

Euribor/OIS spread (bps) -43 -43 0 Neutral

Currencies Direction

Dollar Up Up

Euro Down Down

Yen Down Down

Pound Down Down

Franc Down Down

Central Bank Action Current Prior Expected

Bank of England Bank Rate 1.000% 0.750% 1.000% On Forecast

Bank of Brazil Selic Rate 12.750% 11.750% 12.750% On Forecast



 

 

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

www.confluenceinvestment.com 

 9 

 
 

Weather 
 

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

entire eastern half of the nation, with cooler-than-normal temperatures along the West Coast and 

throughout the Rocky Mountain region. The forecasts call for wetter-than-normal conditions in 

the northern Great Plains and in the Southeast, with dry conditions in Texas and New England. 

Price Prior Change Explanation

Brent $111.16 $110.14 0.93% Supply Pessimism

WTI $108.58 $107.81 0.71%

Natural Gas $8.48 $8.42 0.74%

Crack Spread $51.92 $53.51 -2.97%

12-mo strip crack $36.53 $36.81 -0.77%

Ethanol rack $2.87 $2.86 0.33%

Metals

Gold $1,897.61 $1,881.22 0.87%

Silver $23.02 $22.98 0.19%

Copper contract $434.10 $433.80 0.07%

Grains

Corn contract $797.50 $794.25 0.41%

Wheat contract $1,096.75 $1,076.50 1.88%

Soybeans contract $1,652.00 $1,640.50 0.70%

Shipping

Baltic Dry Freight 2,485            2,412            73

Actual Expected Difference

Crude (mb) 1.3 -0.6 1.9

Gasoline (mb) -2.2 -0.8 -1.4

Distillates (mb) -2.3 -1.4 -1.0

Refinery run rates (%) -1.9% 0.4% -2.3%

Natural gas (bcf) 69.0

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 5/4/2022 close) 

 

 

-40% -20% 0% 20% 40% 60%

Communication Services

Consumer Discretionary

Technology

Real Estate

S&P 500

Financials

Industrials

Healthcare

Materials

Consumer Staples

Utilities

Energy

YTD Total Return

0.0% 1.0% 2.0% 3.0% 4.0% 5.0%

Real Estate

Healthcare

Utilities

Consumer Staples

Industrials

Consumer Discretionary

S&P 500

Financials

Materials

Communication Services

Technology

Energy

Prior Trading Day Total Return

(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 5/4/2022 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 

 

May 5, 2022 
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P/E as of 5/4/2022 = 20.0x

 
 

Based on our methodology,1 the current P/E is 20.0x, down 0.4x from last week. Lower index 

values and higher earnings lowered the multiple. 
 

 

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 two actual quarters (Q3, and Q4) and two estimates (Q1 and Q2). 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. 


