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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: September 26, 2022—9:30 AM EDT] Global equity markets are lower this morning. 

In Europe, the Euro Stoxx 50 is currently down 0.5% from its prior close. In Asia, the MSCI 

Asia Apex 50 Index closed down 0.9%. Chinese markets were lower, with the Shanghai 

Composite down 1.2% from its prior close and the Shenzhen Composite down 0.8%. U.S. equity 

index futures are signaling a slightly 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 (9/12/2022) (no associated podcast this week) “The 

Ukraine War at Six Months: Some Reflections” 

• Weekly Energy Update (9/22/2022): We discuss the idea that the SPR is becoming a 

buffer stock instead of a strategic reserve. There are comments on the weekly data and 

the usual look at the news affecting oil and natural gas.    

• Asset Allocation Quarterly – Q3 2022 (7/19/2022): Discussion of our asset allocation 

process, Q3 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Q3 2022 Rebalance Presentation (8/4/2022): Video presentation 

featuring the Asset Allocation Committee as they review our asset allocation strategies, 

recent portfolio changes, and the current macro environment 

• Asset Allocation Bi-Weekly (9/19/2022) (with associated podcast): “The Federal 

Reserve’s Big Policy Mistake” 

• Confluence of Ideas podcast (8/9/2022): “The 2022 Outlook: Update #2” 

• Current Perspectives: “2022 Outlook: Update #2 – The Tails Become Fatter” 

(7/12/2022) 

 

Our Comment today opens with an update on the Russia-Ukraine war, where there are many 

questions regarding the “partial mobilization” announced by Russian President Putin last week.  

We next review a wide range of other international and U.S. developments with the potential to 

affect the financial markets today, including rumors of a potential coup against Chinese President 

Xi and a steep drop in the value of the British pound after the tax cuts announced by the U.K. 

government last week. 

 

Russia-Ukraine:  The latest battlefield reports indicate Ukraine continues to regain territory 

with its ongoing counteroffensives in the northeastern region around Kharkiv and in the southern 
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region around Kherson.  However, the gains have now become more modest, and Russian forces 

have apparently managed to turn the Ukrainians back in some places. 

 

• Meanwhile, protests against last week’s mobilization order continue to spread, with arson 

attacks against army recruitment offices now reported in at least 16 regions and protestor 

arrests topping 2,200.  As military-age men continue to flee Russia, independent media 

outlets claim the Kremlin is also considering closing the country’s borders. 

o Various reports suggest the call-up is being applied much more broadly than 

indicated in the official announcement.  For example, young men with no prior 

military experience have reportedly been rounded up, despite official assurances 

that the military would only be mobilizing reservists who had previously served in 

the military. 

o If the call-up is indeed much broader than advertised, it would likely generate 

even more pushback and further threaten President Putin politically.  The Kremlin 

has therefore been blaming the call-up violations on over-zealous local officials. 

https://www.ft.com/content/6b694942-3501-479e-9b6a-0eabd856b45c
https://www.wsj.com/articles/russian-military-recruitment-centers-attacked-amid-mobilization-pushback-11664190066?mod=hp_lead_pos6


 

 

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

www.confluenceinvestment.com 

 3 

• In another effort to find new troops, Russian military leaders in occupied areas of 

Ukraine are rounding up local Ukrainians and forcing them into military service against 

their own countrymen.  As with the overly broad mobilization within Russia itself, the 

roundups in Ukraine are unlikely to result in new units with high morale or a dedication 

to the fight, even if they could be trained, equipped, and supplied quickly (which they 

almost certainly cannot). 

 

United Kingdom:  Even though the government’s announcement of massive tax cuts last week 

pummeled the pound, Chancellor Kwarteng doubled down yesterday and said in an interview 

that there would be further cuts over the coming year.  With the tax cuts generating fears of out-

of-control budget deficits and inflation that could further undermine the currency, investors are 

increasingly expecting the Bank of England to hold an emergency meeting to hike interest rates 

further. 

• The decline in the currency continues today, with the pound sliding earlier this morning 

to an all-time record low of $1.0349, down some 10.9% so far this month and 23.3% 

year-to-date. 

• In recent hours, the pound has rebounded somewhat, but it’s important to remember that 

Britain’s energy crisis, impending recession, and now the out-sized tax cuts are likely to 

continue putting downward pressure on the currency in the near term. 

 
 

Germany:  As the German government desperately seeks new energy supplies to replace those 

shut off by Russia, it has struck a deal over the weekend for 137,000 cubic meters of liquified 

natural gas from the UAE to be delivered later this year.  The delivery will be the first at 

Germany’s new Brunsbüttel LNG import terminal, which is still being built. 

• Under the deal, the UAE will send another five LNG cargoes to Germany in 2023. 

• Despite the agreement, we suspect Germany will still find it difficult to meet all its 

energy needs over the next year or more, leading to continued high prices, economic 

disruption, and financial market turmoil. 

https://www.nytimes.com/live/2022/09/25/world/russia-ukraine-putin-news
https://www.nytimes.com/live/2022/09/25/world/russia-ukraine-putin-news
https://www.ft.com/content/87e3ed67-0f31-49e2-a49d-5b49a12c39ec
https://www.ft.com/content/87e3ed67-0f31-49e2-a49d-5b49a12c39ec
https://www.ft.com/content/5b9d1f87-dc78-4626-bb08-507561c6176a
https://www.ft.com/content/5b9d1f87-dc78-4626-bb08-507561c6176a
https://www.wsj.com/articles/british-pound-bonds-roiled-as-tax-cut-plans-spook-investors-11664192138?mod=hp_lead_pos2
https://www.wsj.com/articles/british-pound-bonds-roiled-as-tax-cut-plans-spook-investors-11664192138?mod=hp_lead_pos2
https://www.ft.com/content/c7f815b6-e7f2-43d2-b160-b7b3182e63b4
https://www.ft.com/content/c7f815b6-e7f2-43d2-b160-b7b3182e63b4
https://www.ft.com/content/c7f815b6-e7f2-43d2-b160-b7b3182e63b4
https://www.ft.com/content/0065dfcc-4519-41b6-9883-92e7ff13777d
https://www.ft.com/content/0065dfcc-4519-41b6-9883-92e7ff13777d
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Italy:  In parliamentary elections yesterday, a bloc of three right-wing parties including the neo-

fascist Brothers of Italy, the League, and Forza Italia won a majority in parliament but apparently 

failed to win the two-thirds majority needed to push through constitutional changes.  The new 

government is expected to be led by Brothers of Italy leader Georgia Meloni, who would become 

Italy’s first female prime minister. 

• Meloni has vowed to keep supporting Ukraine in its war with Russia, and to maintain 

Italy’s fiscal discipline in order to avoid a sell-off in the country’s bonds, although other 

members of her coalition will likely try to push her in the opposite direction. 

• In any case, Italian stock prices and bond yields both rose modestly on the election news.   

 

China-Coup Rumors:  Over the weekend, alternative media sources, primarily from India, were 

swirling with rumors of a coup against Chinese President Xi, possibly driven by Xi’s absence 

due to his quarantining after his trip to Uzbekistan last week.  However, mainstream media 

reporters said they have seen no signs of military activity or other coup signals in major Chinese 

cities.  With Xi preparing to take a precedent-breaking third term in office at the Communist 

Party’s 20th National Congress next month, a coup in China would have major implications for 

global politics, economics, and financial markets.  We will continue to monitor the situation 

closely. 

 

China-Currency Intervention:  Although the renminbi hasn’t depreciated nearly as steeply as 

the British pound, its recent weakness did prompt the People’s Bank of China to intervene today 

in the market by boosting reserve requirements for banks betting against the currency.  The 

onshore renminbi touched 7.1685 during early Asian trading hours today, hitting its lowest level 

since May 2020. 

 

China-Hong Kong:  Beginning today, Hong Kong’s municipal government is ending its rule 

that visitors quarantine in a hotel for several days in order to stop imported COVID-19 

infections.  The change marks a significant easing of one of the world’s toughest anti-pandemic 

regimes after more than 2½ years. 

• The hotel quarantine and other anti-pandemic rules have alienated travelers, shut out 

tourists, and frustrated local residents, which in turn has diminished Hong Kong’s 

attractiveness as a world financial center.  Even if the city government keeps easing its 

pandemic rules, it may take some time for Hong Kong to regain its past attractiveness. 

• Although the government linked the eased rules to improvements in the city’s pandemic 

situation, the announcement came even as the municipal health authorities recorded 

5,387 new coronavirus infections on Friday, including 156 imported ones, along with 12 

more related fatalities.  The easing of rules despite continued high infections could mean 

that the authorities are responding to domestic political pressure to get life back to 

normal. 

• That could potentially be a harbinger for the mainland’s Zero-COVID policy, although 

we suspect any change there would be postponed until after the Communist Party’s 20th 

National Congress in October. 

https://www.ft.com/content/9b0cd8f3-61d8-410d-97c5-3756b91c24ab
https://www.ft.com/content/9b0cd8f3-61d8-410d-97c5-3756b91c24ab
https://www.wsj.com/articles/italy-holds-elections-as-economic-clouds-gather-11664108143?mod=hp_lead_pos5
https://www.wsj.com/articles/italy-holds-elections-as-economic-clouds-gather-11664108143?mod=hp_lead_pos5
https://www.wsj.com/livecoverage/stock-market-news-today-09-26-2022/card/italian-markets-shrug-off-election-result-J7rNZ3QZ03Y2O46QUTAB
https://theprint.in/world/rumours-swirl-about-coup-against-president-xi-jingping-wishful-thinking-say-china-experts/1142517/
https://theprint.in/world/rumours-swirl-about-coup-against-president-xi-jingping-wishful-thinking-say-china-experts/1142517/
https://www.wsj.com/articles/chinas-central-bank-moves-further-to-bolster-the-yuan-11664190159?mod=hp_lead_pos4
https://www.wsj.com/articles/chinas-central-bank-moves-further-to-bolster-the-yuan-11664190159?mod=hp_lead_pos4
https://www.scmp.com/news/hong-kong/health-environment/article/3193499/coronavirus-hong-kong-set-announce-friday-end?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193651&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=4&CMCampaignID=68dfac028c9de0f18abef80c4658372e
https://www.scmp.com/news/hong-kong/health-environment/article/3193499/coronavirus-hong-kong-set-announce-friday-end?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193651&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=4&CMCampaignID=68dfac028c9de0f18abef80c4658372e
https://www.scmp.com/news/hong-kong/health-environment/article/3193499/coronavirus-hong-kong-set-announce-friday-end?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193651&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=4&CMCampaignID=68dfac028c9de0f18abef80c4658372e
https://www.scmp.com/news/china/science/article/3193638/hong-kongs-lifting-quarantine-could-help-mainland-china-map-path?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193617&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=8&CMCampaignID=68dfac028c9de0f18abef80c4658372e
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China-United States-Solomon Islands:  In his address to the UN General Assembly on Friday, 

Solomon Islands Prime Minister Sogavare parroted many of China’s complaints about the 

behavior of the U.S. and its allies in the Indo-Pacific region, including what he called their 

“intimidation” after he recently signed a security pact with China.  Among other worrisome 

feathers, that deal gave the Chinese military the right to use Solomon Islands’ ports. 

• Sogavare’s strident speech underscores how he has become a key political and military 

asset for Beijing in the region. 

• In turn, China’s “win” in the Solomon Islands will likely exacerbate U.S.-China tensions 

even further. 

 

United States-United Kingdom-Australia:  In a Friday statement marking the one-year 

anniversary of their AUKUS partnership, the Australian, British, and U.S. governments said that 

they have made “significant progress” toward Australia acquiring conventionally armed, nuclear-

powered submarines.  The alliance aims to bolster Australia’s ability to defend itself and help its 

allies counter China’s growing military threat in the region. 

• Other reports say that the Biden administration is negotiating with Australia to build its 

first few nuclear-powered attack submarines in the U.S. 

o That’s consistent with our view that the U.S. defense industry will initially be the 

main beneficiary as the world’s liberal democracies boost their defense spending 

in the face of greater threats from authoritarian countries like China and Russia. 

o Even though the U.S. defense industrial base has shrunk significantly since the 

end of the Cold War, the U.S.’s allies have let their defense industrial bases shrink 

even further.  For the time being, at least, the U.S. industry has most of the key 

technology and production capacity needed to help the liberal democracies re-

arm. 

• The statement also said AUKUS has made “significant strides” in other areas besides 

submarines, including hypersonic weapons, cyber, electronic warfare capabilities, and 

additional undersea capabilities. 

 

U.S. Residential Housing Market:  According to property data firm CoStar Group, asking rents 

at U.S. apartment complexes fell 0.1% in July, marking their first decline since December 2020.  

Meanwhile, apartment-listing site Rent.com said asking rents for one-bedroom apartments fell 

2.8% in the same month.  If the cooling economy and the recent apartment building spree drive 

rents down further, it could eventually help reduce inflation and allow the Federal Reserve to 

slow its interest-rate hikes. 

 

U.S. Economic Releases  

U.S. economic activity slowed to a standstill in August, according to data collected from the 

Federal Reserve Bank of Chicago. The Chicago Fed National Activity Index fell to 0.0 in 

August, down from a revised +0.29 and well below expectations of +0.23. The index measures 

https://www.scmp.com/news/china/diplomacy/article/3193662/solomon-islands-prime-minister-saying-it-had-been-maligned?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193598&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=22&CMCampaignID=68dfac028c9de0f18abef80c4658372e
https://www.scmp.com/news/china/diplomacy/article/3193662/solomon-islands-prime-minister-saying-it-had-been-maligned?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193598&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=22&CMCampaignID=68dfac028c9de0f18abef80c4658372e
https://www.scmp.com/news/world/united-states-canada/article/3193663/us-talks-build-nuclear-powered-submarines-australia?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193564&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=26&CMCampaignID=68dfac028c9de0f18abef80c4658372e
https://www.scmp.com/news/world/united-states-canada/article/3193663/us-talks-build-nuclear-powered-submarines-australia?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193564&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=26&CMCampaignID=68dfac028c9de0f18abef80c4658372e
https://www.scmp.com/news/world/united-states-canada/article/3193663/us-talks-build-nuclear-powered-submarines-australia?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_hk&utm_content=20220924&tpcc=enlz-today_hk&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3193564&article_id_list=3193499,3193651,3193638,3193617,3193623,3193649,3193644,3193629&tc=26&CMCampaignID=68dfac028c9de0f18abef80c4658372e
https://www.wsj.com/articles/rents-drop-for-first-time-in-two-years-after-climbing-to-records-11664135107?mod=lead_feature_below_a_pos1
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the economic activity relative to trend growth; thus, the latest reading suggests that GDP is 

expanding along its long-run average. 
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The chart above shows the level of the Chicago Fed National Activity Index. The drop-off in 

economic activity was driven by a decline in production-related indicators, which contributed     

-0.08 to the overall index. The other three major categories were positive. 

 

The table below lists the economic releases and/or Federal Reserve 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 

EST Indicator Expected Prior Rating

10:30 Dallas Fed Manufacturing Activity m/m Sep 10.0 -12.9 **

EST Speaker or Event

10:00 Susan Collins Speaks to Boston Chamber of Commerce President of the Federal Reserve Bank of Boston

12:00 Raphael Bostic Discusses Income Inequality President of the Federal Reserve Bank of Atlanta

12:30 Lorie Logan  Speaks at Banking Conference New York Federal Reserve Executive Vice President

16:00 Loretta Mester Discusses the Economic Outlook President of the Federal Reserve Bank of Cleveland

District or Position

Economic Releases

Federal Reserve
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closely for possible complications, and green indicates neutral conditions. We will add a 

paragraph below if any development merits further explanation. 
 

 
 

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 Jibun Bank Manufacturing PMI m/m Sep P 51.9 49.5 *** Equity bullish, bond bearish

Jibun Bank Services PMI m/m Sep P 50.9 49.4 ** Equity bullish, bond bearish

Jibun bank Composite PMI m/m Sep P 51.0 51.5 * Equity and bond neutral

EUROPE

Germany IFO Business Climate m/m Sep 84.3 88.5 88.6 *** Equity bearish, bond bullish

IFO Current Assessment m/m Sep 94.5 97.5 96.0 ** Equity bearish, bond bullish

IFO Expectations m/m Sep 75.2 80.3 80.5 ** Equity bearish, bond bearish

UK Rightmove House Prices y/y Sep 8.7% 8.2% * Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 23-Sep 626.6b 638.9b * Equity and bond neutral

Total Sight Deposits CHF w/w 23-Sep 747.1b 754.5b * Equity and bond neutral

AMERICAS

Mexico Economic Activity IGAE y/y Jul 1.27% 1.56% 1.60% ** Equity bearish, bond bullish

Brazil FGV Consumer Confidence y/y Sep 89.0 83.6 * Equity bullish, bond bearish

Current Account Balance m/m Jul -$4.136b -$3.250b ** Equity and bond neutral

Foreign Direct Investment m/m Jul $7.723b $4.926b ** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 363 364 -1 Up

3-mo T-bill yield (bps) 309 312 -3 Up

TED spread (bps) 54 52 2 Widening

U.S. Sibor/OIS spread (bps) 357 353 4 Up

U.S. Libor/OIS spread (bps) 362 358 4 Up

10-yr T-note (%) 3.78 3.69 0.09 Up

Euribor/OIS spread (bps) 115 112 3 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 call for warmer-than-normal temperatures throughout the entire 

western two-thirds of the country, with cooler-than-normal temperatures along the East Coast. 

Wetter-than-normal conditions are anticipated on the East Coast, with dry conditions expected in 

the Great Plains, Midwest, and Rocky Mountains. 
 

There are currently three tropical disturbances in the Gulf Coast, Caribbean, and Atlantic Ocean 

areas. In the central Atlantic Ocean, Tropical Storm Gaston is passing the Azores, but it is not 

expected to make landfall. Meanwhile, Hurricane Ian has formed in the Caribbean Sea and is 

expected to enter the Gulf of Mexico in the middle of the week. The remaining disturbance is 

located near the Cabo Verde Islands and has a 20% of cyclone formation within the next 48 

hours.  

Price Prior Change Explanation

Brent $85.59 $86.15 -0.65%

WTI $78.29 $78.74 -0.57%

Natural Gas $6.61 $6.83 -3.22%

Crack Spread $29.49 $30.11 -2.08%

12-mo strip crack $29.20 $29.35 -0.50%

Ethanol rack $2.66 $2.67 -0.47%

Metals

Gold $1,640.01 $1,643.94 -0.24%

Silver $18.70 $18.87 -0.91%

Copper contract $331.00 $334.30 -0.99%

Grains

Corn contract $674.00 $676.75 -0.41%

Wheat contract $868.75 $880.50 -1.33%

Soybeans contract $1,422.00 $1,425.75 -0.26%

Shipping

Baltic Dry Freight 1,816            1,720            96

Energy Markets
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U.S. Equity Markets – (as of 9/23/2022 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 9/23/2022 close) 
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Growth

Foreign Developed ($)
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Emerging Markets ($)

Small Cap

Large Cap

Emerging Markets (local currency)
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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 

 

September 22, 2022 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 9/21/2022 = 19.2x

 
 

Based on our methodology,1 the current P/E is 19.2x, down 0.1 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 (Q4, Q1 and Q2) and one estimate (Q3). 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. 


