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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: May 31, 2022—9:30 AM EDT] Global equity markets are generally higher this 

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

the MSCI Asia Apex 50 index closed up 1.4%. Chinese markets were higher, with the Shanghai 

Composite closing up 1.2% from its prior close and the Shenzhen Composite up 1.6%. U.S. 

equity index futures are signaling a 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 (5/23/2022) (with associated podcast): “Going Nuclear 

with North Korea” 

• Weekly Energy Update (5/26/2022): We recap the data and look at the WTI-Brent spread. 

• 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 (5/31/2022) (with associated podcast): “The Problem of 

Financial Conditions” 

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

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

 

Our Comment today opens with an update on the Russia-Ukraine war, where Russian forces 

continue to make progress toward their scaled-down goal of seizing all of Ukraine’s eastern 

Donbas region.  In other major news regarding the war, the European Union has finally agreed 

on a partial ban on Russian oil imports, helping drive up global oil prices so far this morning.  

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:  Russian forces continue to capitalize on their superiority in the quantity of 

equipment and manpower available to pour into the fight, especially now that they are 

concentrating their efforts on seizing territory in the Donbas region of eastern Ukraine.  The 

Russian superiority in equipment and personnel quantities has allowed them to seize more of the 

city of Severodonetsk, despite their continued losses of junior officers and rank-and-file soldiers.  

The Russians are also regrouping near Izyum to renew offensives towards Slovyansk and 

Barvinkove.  It now appears more likely that Russia will eventually achieve its scaled-down goal 

of controlling all the Ukrainian provinces of Luhansk and Donetsk.  Meanwhile, we continue to 
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see growing domestic dissent within Russian military circles, claiming that the Kremlin is not 

doing enough to win the war.

 
 

• As evidence that Europe’s post-invasion defense spending hikes will likely have staying 

power, Germany’s government and center-right opposition parties on Sunday struck a 

deal to write its €100 billion defense budget hike into the country’s constitution.  The 

agreement provides for a special constitutional fund to support the Bundeswehr until as 

late as 2026, after which the government is committed to providing the finances 

necessary for German forces to meet NATO capability goals. 

https://www.dw.com/en/germany-coalition-government-cdu-agree-100-billion-military-boost/a-61969742?utm_source=POLITICO.EU&utm_campaign=3bc4d23879-EMAIL_CAMPAIGN_2022_05_30_02_32&utm_medium=email&utm_term=0_10959edeb5-3bc4d23879-190480045
https://www.dw.com/en/germany-coalition-government-cdu-agree-100-billion-military-boost/a-61969742?utm_source=POLITICO.EU&utm_campaign=3bc4d23879-EMAIL_CAMPAIGN_2022_05_30_02_32&utm_medium=email&utm_term=0_10959edeb5-3bc4d23879-190480045
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o In a sign that German citizens are now more open to flexible budget financing, if 

necessary, to fund high-priority goals, the new fund will be financed entirely by 

new public borrowing. 

o According to Chancellor Scholz, the new fund ensures that German defense 

spending on average will meet or exceed the NATO standard of 2% of GDP. 

o The deal also calls for administrative reforms to accelerate weapons procurement 

and strengthen German military operations. 

• On the sanctions front, European Council President Michel said the EU has finally struck 

an agreement to ban imports of Russian oil, with a temporary exemption for oil delivered 

by pipeline.  The ban would apply to about two-thirds of all EU oil purchases from 

Russia.  Focusing on initially banning only seaborne oil imports will spare Hungary, 

Slovakia, and the Czech Republic, which are particularly dependent on Russian oil 

delivered by pipeline.  The EU ban is expected to be finalized on Wednesday, but in 

conjunction with relaxed Chinese pandemic restrictions, it is already helping boost global 

oil prices. 

o The partial ban risks distorting competition in the EU oil market, with refineries 

connected to pipelines from Russia enjoying a price advantage. 

o Hungarian oil group Mol (MOL.BD, 2,646.00) says it has enjoyed “skyrocketing” 

margins for its refineries since March because of the widening Brent-Ural spread. 

• In further disruptions to the global energy markets, major natural gas traders in the 

Netherlands and Denmark said they expect Russia to stop shipments to them as early as 

today, following their governments’ refusal to pay Russia in rubles in violation of EU 

sanctions. 

o The Netherlands and Denmark would join Finland, Poland, and Bulgaria in 

having their supplies of Russian gas turned off. 

o Those countries account for 16% of the volume Russia was contracted to deliver 

to Europe at the start of the year and now be sourced elsewhere. 

 

Eurozone Inflation:  As shown in the data tables below, the Eurozone’s May Consumer Price 

Index (CPI) was up a record 8.1% from the same month one year earlier, far above both the 

expected inflation rate of 7.7% and the April rate of 7.4%.  Excluding the volatile food and 

energy components, the zone’s May Core CPI was up a worse-than-expected 3.8% compared 

with 3.4% in the year to April. 

• Although top ECB officials have recently said they plan to hike interest rates by just 25 

basis points at upcoming meetings, the soaring inflation rate could force the policymakers 

to impose some 50-basis-point hikes. 

• If the ECB signals a faster rate hike pace, it will likely produce additional headwinds for 

Eurozone equities, although it could also boost the euro. 

 

United Kingdom:  Almost 10 more Conservative Party members of parliament have said they 

submitted letters of no confidence in Prime Minister Johnson, following last week’s report 

accusing him of breaking pandemic social distancing rules and the government’s tardy release of 

an inflation-relief program. 

https://www.boell.de/sites/default/files/2022-05/Executive_Summary_Actually_European_2022_0.pdf?utm_source=POLITICO.EU&utm_campaign=3bc4d23879-EMAIL_CAMPAIGN_2022_05_30_02_32&utm_medium=email&utm_term=0_10959edeb5-3bc4d23879-190480045
https://www.wsj.com/articles/eu-leaders-spar-over-russian-oil-ban-11653921289?mod=hp_lead_pos1
https://www.wsj.com/articles/eu-leaders-spar-over-russian-oil-ban-11653921289?mod=hp_lead_pos1
https://www.wsj.com/articles/eu-leaders-spar-over-russian-oil-ban-11653921289?mod=hp_lead_pos1
https://www.ft.com/content/acc55aee-1b63-4f23-b52d-41fe661b0714
https://www.ft.com/content/acc55aee-1b63-4f23-b52d-41fe661b0714
https://www.ft.com/content/acc55aee-1b63-4f23-b52d-41fe661b0714
https://www.ft.com/content/6715e4e9-d315-4594-8d57-80ce88613685
https://www.ft.com/content/ea6597bf-9bcd-414a-959c-6806f7c65fab
https://twitter.com/TomLarkinSky/status/1530494580348559362?utm_source=POLITICO.EU&utm_campaign=864e164b0a-EMAIL_CAMPAIGN_2022_05_30_02_35&utm_medium=email&utm_term=0_10959edeb5-864e164b0a-190480045
https://twitter.com/TomLarkinSky/status/1530494580348559362?utm_source=POLITICO.EU&utm_campaign=864e164b0a-EMAIL_CAMPAIGN_2022_05_30_02_35&utm_medium=email&utm_term=0_10959edeb5-864e164b0a-190480045
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• That brings the number of publicly known letters to 34, although some observers believe 

unacknowledged letters would bring the total close to 50. 

• A vote of no confidence that could topple Johnson would be required if the number of 

letters reached 54. 

 

China-South Pacific:  A summit of South Pacific island nations yesterday deferred a decision 

on endorsing China’s proposed “China-Pacific Island Countries Common Development Vision,” 

at least temporarily setting back China’s effort to bring those countries under its influence.  

While some South Pacific nations have been open to China’s overtures (including the Solomon 

Islands, which has just signed a new security agreement with Beijing), others remain wary of 

Chinese influence and are concerned that China is not working hard enough to limit global 

warming, which is a major threat to their low-lying territories. 

• Under Beijing’s proposed program, China would: 

o Help train police and diplomats from Pacific Island nations. 

o Set up Confucius Institutes, which in other countries have funded language 

studies but also have disseminated Beijing’s views on certain issues. 

o Provide aid, including new border-control technology and further infrastructure 

funding under China’s controversial Belt and Road Initiative. 

o Deepen cooperation in industries such as fisheries. 

o Promote rules for data security. 

• The U.S. and its key allies, including Australia, have belatedly been working to counter 

China’s move in the region, including measures through the Biden administration’s 

limited new Indo-Pacific Economic Framework. 

 

Israel-United Arab Emirates:  The governments of Israel and the UAE signed a free-trade 

agreement today, boosting business ties less than two years after they established formal 

diplomatic relations in a U.S.-brokered deal.  The deal will cut tariffs and otherwise loosen 

restrictions on some 96% of trade between the two countries. 

 

Colombia:  Leftist former guerilla Gustavo Petro won the first round of Colombia’s presidential 

election on Sunday with 40.3% of the vote, followed by populist right-wing real estate tycoon 

Rodolfo Hernández with 28.1%.  The two will now compete in a June 19 run-off election. 

• As in many countries around the world in recent years, the results are a rebuke to the 

country’s traditional centrist politicians, who are widely scorned for failing to end 

problems like poverty and drug violence. 

• While Petro and Hernández would probably both scare some investors away from 

Colombian assets, Petro may be the greatest risk, given his pledges to insert the state into 

Colombia’s market economy, heavily tax the rich, and move the country away from its 

dependence on oil and coal. 

 

U.S. Monetary Policy:  The White House announced that President Biden will meet today with 

Federal Reserve Chair Powell to discuss the state of the U.S. and global economies.  The 

president has pledged not to try to influence Fed policy, but he has broadly supported the Fed’s 

plans to withdraw stimulus and fight inflation. 

https://www.wsj.com/articles/chinas-push-for-agreement-with-pacific-island-nations-stalls-11653907860?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/chinas-push-for-agreement-with-pacific-island-nations-stalls-11653907860?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/israel-u-a-e-sign-free-trade-agreement-11653985544?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/israel-u-a-e-sign-free-trade-agreement-11653985544?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/colombians-vote-in-election-that-could-see-ex-leftist-rebel-win-presidency-11653832656
https://www.wsj.com/articles/colombians-vote-in-election-that-could-see-ex-leftist-rebel-win-presidency-11653832656
https://www.ft.com/content/0d7d4a13-bea7-41b2-9e9f-d45498c29fa4
https://www.wsj.com/articles/biden-to-meet-with-feds-powell-to-discuss-economy-11653926311?mod=hp_lead_pos5
https://www.wsj.com/articles/biden-to-meet-with-feds-powell-to-discuss-economy-11653926311?mod=hp_lead_pos5


 

 

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

www.confluenceinvestment.com 

 5 

• Separately, Fed board member Waller yesterday said he would support raising interest 

rates in half-percentage-point increments for several more meetings, adding that he 

wouldn’t take such increases “off the table until I see inflation coming down closer to our 

2% target.”  The statements put Waller on the hawkish side of Fed policymakers, given 

that their public comments recently have centered on 50-basis-point hikes only at the 

policy meetings in June and July. 

• In one sign that the Fed’s rate hikes are having their desired effect, the developing 

weakness in the housing market has pushed lumber prices dramatically lower.  Lumber 

futures for July delivery recently traded at $695.10 per thousand board feet, down 52% 

from their high in early March. On-the-spot wood prices have plunged, too. Cash prices 

fell about 12% last week to end at $794, down from $1,334 in March. 

• In another development, investors are increasingly worried that the Fed will soon start to 

sell its holdings of agency mortgage-backed securities.  That fear has pushed agency 

mortgage-backed bond yields higher, boosting their spread over Treasury yields to 1.20% 

from 0.70% at the beginning of the year and prompting some bargain-hunting. 

• Going forward, we still believe there is a heightened risk that the Fed’s policy tightening 

will reveal financial fragilities or spark a financial crisis and/or recession.  That chance 

may have declined somewhat because of reduced risk-taking following the financial 

blowups of the last two years, such as the Archegos hedge fund collapse or the plunge in 

the Terra USD cryptocurrency.  All the same, it’s important to remember that the 

negative impact of higher interest rates, a stronger dollar, and weakening demand in the 

real economy are all still working their way through the financial markets.  We continue 

to believe the current environment of high energy prices and rising interest rates require 

heightened caution on the part of investors. 

 

U.S. Fiscal Policy:  Senate Majority Leader Schumer and Sen. Joe Manchin are reportedly 

nearing a deal to advance some elements of President Biden’s stalled economic program.  While 

the details remain closely held, some Democrats and outside analysts now expect a possible 

agreement could raise roughly $1 trillion in revenue and spend about $500 billion over a decade. 

• Roughly half the new revenue would be dedicated toward reducing the deficit. 

• The spending would focus on tax incentives for reducing carbon emissions and some 

support for fossil fuels, as well as an extension of subsidies for purchasing health 

insurance under the Affordable Care Act. 

 

COVID-19:  Official data show confirmed cases have risen to  529,459,106 worldwide, with 

6,289,228 deaths.  The countries currently reporting the highest rates of new infections include 

the U.S., Taiwan, Germany, and Australia.  (For an interactive chart that allows you to compare 

cases and deaths among countries, scaled by population, click here.)  In the U.S., confirmed 

cases have risen to 84,012,408, with 1,004,760 deaths.  In data on the U.S. vaccination program, 

the number of people considered fully vaccinated now totals 221,190,484, equal to 66.6% of the 

total population. 

 

 

https://www.wsj.com/articles/fed-official-supports-raising-interest-rates-at-fast-clip-for-several-meetings-11653922800
https://www.wsj.com/articles/fed-official-supports-raising-interest-rates-at-fast-clip-for-several-meetings-11653922800
https://www.wsj.com/articles/lumber-prices-slump-with-rising-interest-rates-11653835230?mod=hp_lead_pos8
https://www.wsj.com/articles/fed-fears-hit-mortgage-bonds-attracting-investors-11653850219?mod=hp_lead_pos4
https://www.wsj.com/articles/fed-fears-hit-mortgage-bonds-attracting-investors-11653850219?mod=hp_lead_pos4
https://www.wsj.com/articles/where-to-look-for-the-next-wall-street-blowup-11653774893?mod=wsjhp_columnists_pos2
https://www.wsj.com/articles/where-to-look-for-the-next-wall-street-blowup-11653774893?mod=wsjhp_columnists_pos2
https://www.wsj.com/articles/democrats-see-progress-with-manchin-in-last-ditch-talks-on-biden-economic-agenda-11653730203?mod=politics_lead_pos10
https://www.wsj.com/articles/democrats-see-progress-with-manchin-in-last-ditch-talks-on-biden-economic-agenda-11653730203?mod=politics_lead_pos10
https://www.nytimes.com/live/2022/05/31/world/covid-19-mandates-vaccine-cases
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
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Virology 

• In the U.S., the latest wave of infections already appears to be topping out, although 

hospitalizations and deaths are still accelerating with their usual lag.  The seven-day 

average of newly reported cases has now reached 109,105, up 14% from two weeks ago.  

The seven-day average of people hospitalized with confirmed or suspected COVID-19 in 

the U.S. came in at 26,781 yesterday, up 20% from two weeks earlier.  New COVID-19 

deaths are now averaging 368 per day, up 22% from two weeks earlier. 

• In China, plummeting infections in Shanghai suggest the city can lift most of its 

draconian restrictions on Wednesday as planned.  More than 22 million residents living in 

low-risk areas will be able to leave their compounds freely and fully resume using public 

transport. Private cars will also be allowed on the roads again. 

• On the other hand, Hong Kong has identified two new infection clusters centered on 

high-end nightclubs.  Health officials on Monday confirmed 275 new infections, 

including 48 imported ones, as well as two more related deaths. 

o The development came as officials prepared to roll out the third stage of their 

vaccine pass scheme on Tuesday. 

o Under that plan, most residents will need three jabs to enter premises unless they 

have already recovered from an infection less than six months ago. 

 

Economic and Financial Market Impacts 

• The end of pandemic restrictions in Shanghai and elsewhere in China has raised hopes for 

reviving economic activity in that country, driving global oil prices up to a two-month 

high of approximately $117 for Brent crude. 

o Analysts estimate China’s latest pandemic lockdowns have cut its oil demand by 

approximately 1.2 million barrels per day. 

o Most or all of that demand is now likely to come back in the coming weeks and 

months. 

 

U.S. Economic Releases  

 

Residential inflation held steady in March but remains elevated. The FHFA home price index 

rose 1.5% from the prior month. The growth was slower than the previous month’s increase of 

2.0% and below consensus estimates of 2.1%. However, the Standard & Poor’s CoreLogic Case-

Shiller Home Price Index showed a slight increase in home-price appreciation. The S&P 

CoreLogic top 20-city index rose 2.09% from the prior month, slightly higher than the previous 

month’s reading of 2.04%. Meanwhile, the national index rose 2.42% from the prior month 

compared to the 2.39% rise in February.  

 

https://www.nytimes.com/interactive/2021/us/covid-cases.html?name=styln-coronavirus&region=TOP_BANNER&block=storyline_menu_recirc&action=click&pgtype=LegacyCollection&variant=1_BlueLink&is_new=false
https://www.scmp.com/business/china-business/article/3179668/coronavirus-shanghais-symptomatic-cases-fall-single-digit?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220530&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3179655&article_id_list=3179495,3179677,3179681,3179704,3179692,3179674,3179711,3179671&tc=30&CMCampaignID=c803fd50979581d52e284bd660e1841b
https://www.scmp.com/business/china-business/article/3179668/coronavirus-shanghais-symptomatic-cases-fall-single-digit?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220530&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3179655&article_id_list=3179495,3179677,3179681,3179704,3179692,3179674,3179711,3179671&tc=30&CMCampaignID=c803fd50979581d52e284bd660e1841b
https://www.scmp.com/news/hong-kong/health-environment/article/3179677/coronavirus-social-distancing-rules-hong-kong?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20220530&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3179681&article_id_list=3179495,3179677,3179681,3179704,3179692,3179674,3179711,3179671&tc=9&CMCampaignID=c803fd50979581d52e284bd660e1841b
https://ig.ft.com/china-covid-economy/
https://www.wsj.com/articles/oil-prices-hit-two-month-high-as-china-eases-lockdowns-11653933068?mod=hp_lead_pos2
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The chart above shows the annual change in the S&P CoreLogic Home Price Index for the top-

20 cities and national index. The top-20 city index rose 21.17%, and the national index rose 

20.55% 

 

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

 

  
 

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. 

EST Indicator Expected Prior Rating

9:45 MNI Chicago PMI m/m May 55.1 56.4 ***

10:00 Conf. Board Consumer Confidence m/m May 103.8 107.3 ***

10:00 Conf. Board Present Situation m/m May 152.6 **

10:00 Conf. Board Expectations m/m May 77.2 **

10:30 Dallas Fed Manf. Activity m/m May 1.5 1.1 **

Economic Releases

Federal Reserve

No Fed speakers or events today
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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

Japan Job-To-Applicant Ratio m/m Apr 1.23 1.22 1.23 ** Equity and bond neutral

Jobless Rate m/m Apr 2.5% 2.6% 2.6% *** Equity bullish, bond bearish

Retail Sales y/y Apr 0.8% 0.9% 2.6% ** Equity bearish, bond bullish

Industrial Production m/m Apr -1.3% 0.3% -0.2% *** Equity bearish, bond bullish

Housing Starts y/y Apr 2.2% 6.0% 2.4% ** Equity and bond neutral

Australia ANZ Roy Morgan Consumer Confidence w/w 29-May 90.7 90.8 ** Equity and bond neutral

Company Operating Profit q/q 1Q 10.2% 2.0% 5.0% ** Equity bullish, bond bearish

Inventories SA q/q 1Q 3.2% 1.1% 0.7% ** Equity bullish, bond bearish

Private Sector Credit y/y Apr 0.8% 7.8% 7.9% ** Equity bearish, bond bullish

New Zealand Building Permits m/m Apr -8.5% 5.8% ** Equity bearish, bond bullish

ANZ Activity Outlook m/m May -4.7 8.0 ** Equity bearish, bond bullish

ANZ Business Confidence m/m May -55.6 -42.0 *** Equity bearish, bond bullish

South Korea Industrial Production y/y Apr -3.3% 3.7% 3.2% *** Equity bearish, bond bullish

Cyclical Leading Index Change m/m Apr -0.3 -0.3 ** Equity and bond neutral

EUROPE

Eurozone CPI Estimate y/y May 8.1% 7.5% 7.8% *** Equity bearish, bond bullish

CPI Core y/y May 3.8% 3.5% 3.6% *** Equity bearish, bond bullish

France CPI y/y May 5.2% 4.8% 5.2% *** Equity and bond neutral

PPI y/y Apr 27.8% 26.5% ** Equity and bond neutral

Consumer Spending y/y Apr 7.2% -2.4% 7.6% ** Equity and bond neutral

GDP q/q 1Q -0.2% 0.0% 0.0% *** Equity bearish, bond bullish

Germany Unemployment Change (000's) m/m May -4.0k -13.0k -15.5k *** Equity and bond neutral

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

Italy GDP WDA q/q 1Q 0.1% -0.2% -0.2% *** Equity bullish, bond bearish

CPI EU Harmonized y/y May 7.3% 6.3% 6.7% *** Equity bearish, bond bullish

CPI NIC incl. tobacco y/y May 6.9% 6.2% 6.3% *** Equity bearish, bond bullish

Switzerland Retail Sales Real y/y Apr -6.0% -6.6% ** Equity and bond neutral

GDP y/y 1Q 4.4% 3.7% 4.3% ** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 160 157 3 Up

3-mo T-bill yield (bps) 103 104 -1 Up

TED spread (bps) 57 54 3 Widening

U.S. Sibor/OIS spread (bps) 141 139 2 Up

U.S. Libor/OIS spread (bps) 146 143 3 Up

10-yr T-note (%) 2.86 2.74 0.12 Up

Euribor/OIS spread (bps) -35 -37 2 Neutral

Currencies Direction

Dollar Up Up

Euro Down Down

Yen Down Down

Pound Down Down

Franc Down Down
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Weather 
 

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

South and most of the Pacific regions, with cooler temperatures in the Great Plains, Midwest, 

and Mid-Atlantic regions. Wetter-than-normal conditions are expected in the Northern Tier states 

and the Southeast, with dry conditions in the Southwest and the Mississippi Valley.  

Price Prior Change Explanation

Brent $123.84 $121.67 1.78% Demand Optimism

WTI $118.34 $115.07 2.84%

Natural Gas $8.35 $8.73 -4.37%

Crack Spread $51.42 $48.65 5.70%

12-mo strip crack $36.48 $35.11 3.90%

Ethanol rack $2.97 $2.97 0.00%

Metals

Gold $1,845.44 $1,855.23 -0.53%

Silver $21.81 $21.97 -0.73%

Copper contract $431.30 $430.65 0.15%

Grains

Corn contract $766.50 $777.25 -1.38%

Wheat contract $1,112.50 $1,157.50 -3.89% Increased shipments

Soybeans contract $1,726.50 $1,732.25 -0.33%

Shipping

Baltic Dry Freight 2,571            2,681            -110

Energy Markets
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Data Section 
 

U.S. Equity Markets – (as of 5/27/2022 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 5/27/2022 close) 
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Growth

Small Cap

Emerging Markets ($)

Emerging Markets (local currency)
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Large Cap

Real Estate
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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 

 

May 26, 2022 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 5/25/2022 = 19.7x

 
 

Based on our methodology,1 the current P/E is 19.7x, up 0.2x from last week. The multipole rose 

because we have the Standard and Poor’s earnings data. We use this source for the history of this 

series but use Thomson/Reuters for the estimates. In general, the Thomson/Reuters data tends to 

be higher than the Standard and Poor’s data, and so we often see the multiple rises when the 

latter data is available.  
 

 

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 (Q3, Q4 and Q1) and one estimate (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. 


