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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 28, 2022—9:30 AM EDT] Global equity markets are generally lower this 

morning. In Europe, the Euro Stoxx 50 is currently down 1.7% from its prior close. In Asia, the 

MSCI Asia Apex 50 Index closed down 2.8%. Chinese markets were lower, with the Shanghai 

Composite down 1.6% from its prior close and the Shenzhen Composite down 2.6%. U.S. equity 

index futures are signaling a slightly 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 (9/26/2022) (with associated podcast) “Updates on 

Russia-Ukraine and Armenia-Azerbaijan” 

• 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, including new details on 

how Russia’s new mobilization is playing out.  We next review a wide range of other 

international and U.S. developments with the potential to affect the financial markets today, 

including a focus on the turmoil in the U.K.’s financial markets today, which prompted the Bank 

of England to launch a new, time-limited program of bond purchases to stabilize the markets but 

has added to the recent weakness in the pound. 

 

Russia-Ukraine:  The Ukrainian military continues to push forward with its counteroffensives in 

the northeastern region around Kharkiv and in the south around Kherson, while Russian forces 

try to shore up their new defensive lines even while staging some new attacks in the Donbas 

 

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_9_26_2022.pdf
https://www.confluenceinvestment.com/category/podcasts/geopolitical-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Sept_22_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Sept_22_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Sept_22_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Sept_22_2022.pdf
https://www.confluenceinvestment.com/wp-content/uploads/Asset_Allocation_Quarterly_Q322.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Sept_19_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_Update2_Jul2022.pdf
https://www.rferl.org/a/ukraine-russia-crisis-crosshairs-live-briefing/31668477.html
https://www.wsj.com/articles/ukraines-new-offensive-threatens-moscows-control-of-lands-it-seeks-to-annex-11664285782
https://www.wsj.com/articles/ukraines-new-offensive-threatens-moscows-control-of-lands-it-seeks-to-annex-11664285782
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region.  Meanwhile, it now appears that Russia’s new mobilization order may generate even less 

combat power than many observers have expected.  New reports indicate that the freshly 

mobilized troops, many of which have no military experience at all, are being sent to the front 

lines near Kharkiv and Kherson with only one day or less of training.  At the same time, Russian 

authorities are establishing checkpoints at Russia’s borders to forcibly mobilize Russian men 

who are seeking to avoid deployment by fleeing the country.  Russian officials are also setting 

conditions to forcibly conscript Ukrainian civilians in soon-to-be annexed areas of occupied 

Ukraine. 

• Yesterday, Russian authorities in their occupied areas of Ukraine wrapped up their sham 

referendums on annexation to Russia and reported overwhelmingly positive results.  The 

move will allow President Putin to announce formal annexation of the areas to Russia as 

early as Friday.  Besides marking a political line in the sand, the move could potentially 

allow Russia to deploy conscripts to the occupied areas and even extend Russia’s nuclear 

deterrence over them, based on the argument that the areas will now officially be Russian 

territory. 

• One little-noticed implication of Putin’s new mobilization order is that it will likely 

further disrupt the Russian economy.  Not only will the marshaling require huge sums to 

equip and pay the new troops, at a time when the Russian budget is being impacted by 

falling energy revenue, but it will also disrupt many businesses as workers are scooped 

up by the military or emigrate to avoid military service. 

• On the energy front, European officials continue to investigate what caused the three 

leaks in the Nord Stream 1 and 2 natural gas pipelines from Russia to Western Europe.  

However, Danish Prime Minister Frederiksen and NATO General Secretary Stoltenberg 

have both indicated it was sabotage.  Since such sabotage would most likely have come 

from Russia, the incident has touched off a scramble among European countries to secure 

their energy infrastructure.  A key target of those efforts will be the natural gas pipelines 

from Norway, which have now become one of Western Europe’s most important sources 

of gas. 

 

United Kingdom:  Trying to calm the economic and financial market turmoil touched off by the 

new government’s massive tax cuts and energy subsidies, the Bank of England today said it 

would pause its planned sell-off of government bonds and instead purchase longer-dated gilts 

“on whatever scale is necessary” to restore market order.  The move comes just one day after 

Chancellor Kwarteng said he has been meeting with BOE Governor Baily every day to better 

coordinate fiscal and monetary policy. 

• In the economic and financial market chaos yesterday, the 10-year gilt had sold off to 

yield 4.51%, and some mortgage companies suspended new fundings.  Following the 

BOE action today, the benchmark gilt yield has now fallen to approximately 4.00%.  The 

action also affected other major government bond markets.  For example, the benchmark 

U.S. Treasury yield had pushed to 4.017% early in the overnight trading session, marking 

its first foray above 4.000% in over a decade, but it fell back on the BOE news and 

currently stands at 3.871% as of this writing. 

https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-september-27
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-september-27
https://www.wsj.com/articles/russia-prepares-to-annex-ukrainian-regions-as-staged-votes-draw-to-an-end-11664281068
https://www.wsj.com/articles/russia-prepares-to-annex-ukrainian-regions-as-staged-votes-draw-to-an-end-11664281068
https://www.wsj.com/articles/russias-mobilization-and-plunging-oil-prices-weaken-putins-economic-hand-11664324441?mod=hp_lead_pos6
https://www.ft.com/content/ad885fea-035f-4b93-98e7-c75da2c308f8
https://www.wsj.com/articles/nord-stream-leaks-spur-scramble-to-protect-europes-energy-infrastructure-11664362637
https://www.wsj.com/articles/nord-stream-leaks-spur-scramble-to-protect-europes-energy-infrastructure-11664362637
https://www.wsj.com/articles/bank-of-england-to-buy-bonds-to-stop-crisis-spread-11664360313?mod=hp_lead_pos1
https://www.wsj.com/articles/bank-of-england-to-buy-bonds-to-stop-crisis-spread-11664360313?mod=hp_lead_pos1
https://www.wsj.com/articles/bank-of-england-inflation-fight-and-truss-tax-cuts-are-at-odds-worrying-investors-11664301253?mod=hp_lead_pos1
https://www.wsj.com/articles/bank-of-england-inflation-fight-and-truss-tax-cuts-are-at-odds-worrying-investors-11664301253?mod=hp_lead_pos1
https://www.wsj.com/articles/u-k-market-turmoil-ripples-into-home-loans-11664302116
https://www.wsj.com/articles/10-year-treasury-yield-hits-4-11664354445?mod=hp_lead_pos3
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• One particularly disturbing development over the last couple of days has been that many 

British insurers and pension funds had faced big margin calls on their gilt holdings.  

Those margin calls further fed the sell-off in government bonds, driving yields higher and 

threatening to undermine the U.K.’s financial stability. 

• Since the government’s massive fiscal stimulus threatens to drive British consumer prices 

even higher, investors had been looking for the central bank to implement huge interest-

rate hikes, bringing their benchmark rate to 6% or more in the coming months.  The move 

to buy bonds now could potentially raise some question about the BOE’s ability to resist 

government pressure and to keep tightening policy over time. 

• Huge interest-rate hikes that rein in inflation could well push the British economy into 

recession.  Alternatively, if the government convinces the BOE to minimize its rate hikes, 

investors could start to question the central bank’s commitment to price stability.  In 

either case, the implication is continued depreciation of the pound.  Indeed, the pound 

initially rallied on today’s BOE move, but it has since turned lower again and is now 

down 1.5% for the day to a value of $1.0572. 

• Meanwhile, the IMF issued an unusual rebuke of the tax cuts yesterday, saying, “Given 

elevated inflation pressures in many countries, including the U.K., we do not recommend 

large and untargeted fiscal packages at this juncture.”  In response, supporters of Prime 

Minister Truss defended the move in part by stressing that the government doesn’t plan to 

release its spending blueprint until November.  Truss has previously said that she 

wouldn’t cut spending, but the statements from her supporters indicate the government 

plan may well go against that promise, most likely to target social spending. 

 

Chinese Currency Markets:  Although the recent dollar appreciation has led to lower values for 

a range of major currencies, the pound and some others have weakened more than others.  The 

onshore Chinese yuan so far this morning has fallen to 7.2268 per dollar, marking its lowest level 

since 2008.  The yuan has now lost 13.8% of its value so far in 2022 

• In response, the People’s Bank of China issued a statement saying, “The foreign 

exchange market is of great importance, and maintaining its stability is the top priority.” 

• The central bank statement could signal that it intends to intervene in the market in the 

near future if the currency continues to weaken. 

 

Chinese Politics:  Putting to rest the weekend rumors about a coup, President Xi reappeared in 

public leading a delegation to a major propaganda exhibition.  Even though the appearance 

proved Xi is still in power, and even though we still expect him to secure his precedent-breaking 

third term in power at the Communist Party’s 20th National Congress next month, the coup 

rumors do underline that there is probably some opposition to Xi within the party. 

 

Saudi Arabia:  Yesterday, King Salman named his son, Crown Prince Mohammed bin Salman, 

as prime minister, further cementing the crown prince’s power over the Saudi state.  The move 

was probably also meant to help rehabilitate MBS in international politics, given that he has been 

treated nearly as a pariah due to his role in ordering the death of a dissident journalist in 2018.   

 

https://www.ft.com/content/756e81d1-b2a6-4580-9054-206386353c4e
https://www.wsj.com/livecoverage/stock-market-news-today-09-28-2022/card/bank-of-england-postpones-planned-bond-sales-after-market-volatility-mGtTfzl3MWIgnPGyFPV0
https://www.ft.com/content/06962055-6b3d-4712-814f-acea3cb9e082
https://www.ft.com/content/843e2f5d-1264-4acd-8f5c-c276c8d7b289
https://www.ft.com/content/843e2f5d-1264-4acd-8f5c-c276c8d7b289
https://www.ft.com/content/4e16a0f4-a76a-4bcf-b74c-5a0eb7ba8ff5
https://www.wsj.com/articles/chinas-xi-jinping-re-emerges-in-public-after-quarantine-11664348040
https://www.wsj.com/articles/chinas-xi-jinping-re-emerges-in-public-after-quarantine-11664348040
https://www.wsj.com/articles/saudi-crown-prince-mohammed-bin-salman-named-prime-minister-11664309216
https://www.wsj.com/articles/saudi-crown-prince-mohammed-bin-salman-named-prime-minister-11664309216
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Iran:  Protests against the government’s strict morality laws and repression of women continue 

to expand, prompting a further crackdown from the government.  The protests and crackdowns 

so far have resulted in some 40 deaths, hundreds of injuries, and hundreds of arrests.  The 

protests have now become the largest in Iran in years, although the government’s survival does 

not yet appear to be threatened. 

 

U.S. Monetary Policy:  In an online event yesterday, Minneapolis FRB President Kashkari said 

that the Federal Reserve must avoid repeating its mistakes of the 1970s, when it eased monetary 

policy too soon and allowed inflation to reaccelerate.  Rather, Kashkari warned that the central 

bank needs to tighten monetary policy until underlying inflation is declining and then hold policy 

tight until it is sure inflation is coming down.  The statement underscores how aggressively the 

Fed is likely to approach monetary policy in the coming months and quarters, most likely kicking 

the U.S. economy into recession. 

 

U.S. Fiscal Policy:  After jettisoning Senator Joe Manchin’s proposal to ease regulations around 

new energy investments, last night the Senate voted to advance a stopgap appropriations bill that 

will avert a partial government shutdown this weekend when the fiscal year ends.  The bill now 

moves to final passage in the Senate and will also need approval in the House, which returns 

Wednesday, before going to President Biden for his signature. 

 

U.S. Housing Market:  Illustrating how rising U.S. interest rates are weighing on the housing 

market, a report yesterday showed the S&P CoreLogic Case-Shiller National Home Price Index 

fell a seasonally adjusted 0.2% in July, marking the seasonally adjusted index’s first monthly 

decline in more than a decade.  The report showed home prices were still up an average of 15.8% 

year-over-year, but the rate of increase has been slowing, which is likely a harbinger of weaker 

growth in the broad economy in the coming months. 

 

U.S. Weather Damage:  Hurricane Ian has intensified rapidly early this morning, and with 

sustained winds of 155 miles per hour, it is now close to the standard of 157 miles per hour 

needed for it to be rated a Category 5 storm.  Ian is now projected to slam into Florida’s coast 

around mid-day today and cause intense flooding and other damage.  If it strikes Florida as a 

Category 5 storm, it would be only the fifth such storm to hit the U.S. mainland. 

 

U.S. Economic Releases  

The demand for mortgage loans dipped last week. According to an index tracked by the 

Mortgage Banker Association, mortgage applications fell 3.7% in the week ending September 

23. The drop in applications was driven by higher borrowing costs pushing out potential 

applicants. The average 30-year fixed rate rose 27 bps from 6.25% to 6.52%. As a result, the 

tracker for purchases fell 0.4% from the prior week, while the refinancing tracker dropped by 

10.9% in the same period.  

 

In a boost to Q3 GDP, preliminary data showed that the U.S. trade balance in merchandise 

narrowed more than expected in August. According to the Census Bureau, the trade deficit in 

goods declined from a revised $90.2B to $87.3B. The trade balance was expected to come in at 

$89.0B. The inventory figures were also a positive surprise. Wholesale inventories rose 1.3% 

https://www.wsj.com/articles/iran-targets-celebrity-supporters-of-protests-as-movement-spreads-11664313717
https://www.wsj.com/articles/iran-targets-celebrity-supporters-of-protests-as-movement-spreads-11664313717
https://www.wsj.com/articles/kashkari-says-fed-needs-to-keep-tightening-until-theres-compelling-evidence-of-declining-inflation-11664304009
https://www.wsj.com/articles/kashkari-says-fed-needs-to-keep-tightening-until-theres-compelling-evidence-of-declining-inflation-11664304009
https://www.wsj.com/articles/kashkari-says-fed-needs-to-keep-tightening-until-theres-compelling-evidence-of-declining-inflation-11664304009
https://www.wsj.com/articles/senate-democrats-release-text-of-proposal-to-avert-government-shutdown-11664255836?mod=hp_lead_pos6
https://www.wsj.com/articles/senate-democrats-release-text-of-proposal-to-avert-government-shutdown-11664255836?mod=hp_lead_pos6
https://www.wsj.com/articles/home-price-growth-slowed-in-july-11664283601?mod=hp_lead_pos2
https://www.wsj.com/articles/home-price-growth-slowed-in-july-11664283601?mod=hp_lead_pos2
https://www.wsj.com/articles/ian-strengthens-to-category-4-hurricane-ahead-of-expected-florida-landfall-11664358310
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from the prior month, above expectations of 0.4%. Meanwhile, retail stocks beat expectations by 

rising 1.4% from the preceding month, compared to estimates of 1.0% 

 

 
 

The chart above shows the level of the advance trade balance. The jump in inventories and the 

narrowing trade balance will boost GDP number for Q3.  

 

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 

EST Indicator Expected Prior Rating

10:00 Pending Home Sales m/m Aug -1.5% -1.0% **

10:00 Pending Home Sales NSA y/y Aug -24.5% -22.5% **

EST Speaker or Event

10:10 James Bullard Makes Welcome Remarks at Community Banking Event President of the Federal Reserve Bank of St. Louis

10:15 Jerome Powell Fives Welcoming Remarks at Community Baking Conference Chairman of the Board of Governors

11:00 Michelle Bowman Speaks at Community Banking Conference Members of the Board of Governors

11:30 Thomas Barkin Speaks at Chamber of Commerce Lunch President of the Federal Reserve Bank of Richmond

14:00 Charles Evans Speaks at the London School of Economics President of the Federal Reserve Bank of Chicago

Economic Releases

Federal Reserve

District or Position
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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. 
 

 
 

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 Leading Economic Index m/m Jul F 98.9 99.6 ** Equity and bond neutral

Australia Retail Sales m/m Aug 0.6% 1.3% 0.4% ** Equity and bond neutral

South Korea Retail Sales y/y Aug 15.4% 9.7% ** Equity bullish, bond bearish

Depart. Store Sales y/y Aug 24.8% 31.6% * Equity bearish, bond bullish

Discount Store Sales y/y Aug 9.9% 0.2% * Equity bullish, bond bearish

EUROPE

Germany GfK Consumer Confidence m/m Oct -42.5% -36.5% -39.0% ** Equity bearish, bond bullish

France Consumer Confidence m/m Sep 79.0 82.0 80.0 ** Equity and bond neutral

Italy Consumer Confidence m/m Sep 94.8 98.3 95.1 *** Equity and bond neutral

Manufacturing Confidence m/m Sep 101.3 104.3 104.0 *** Equity bearish, bond bullish

Economic Sentiment m/m Sep 105.2 109.4 109.2 ** Equity bearish, bond bullish

Industrial Sales WDA y/y Jul 16.3% 18.0% 17.9% * Equity bearish, bond bullish

AMERICAS

Mexico International Reserves Weekly w/w 23-Sep $197.200b $197.869b * Equity and bond neutral

Brazil Total Outstanding Loans m/m Aug 506.7b 495.6b 504.6b ** Equity and bond neutral

Fixed Income Today Prior Change Trend

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

3-mo T-bill yield (bps) 319 321 -2 Up

TED spread (bps) 45 42 3 Widening

U.S. Sibor/OIS spread (bps) 352 352 0 Up

U.S. Libor/OIS spread (bps) 358 358 0 Up

10-yr T-note (%) 3.97 3.95 0.02 Up

Euribor/OIS spread (bps) 123 117 6 Neutral

Currencies Direction

Dollar Up Up

Euro Down Down

Yen Flat Down

Pound Down Down

Franc Up Down
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Weather 

The 6-10 and 8-14 day forecasts call for warmer-than-normal temperatures throughout most of 

the country, with cooler-to-normal temperature in New England. Wetter-than-normal conditions 

are anticipated in the western third of the country, with dry conditions expected for the rest of the 

country. 
 

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

areas. In the Gulf of Mexico, Hurricane Ian is moving toward the west coast of Florida and is 

expected to make landfall later today as a Category 4. The other disturbance is located near the 

Cabo Verde Islands and has a 70% chance of cyclone formation within the next 48 hours.  

Price Prior Change Explanation

Brent $86.47 $86.27 0.23%

WTI $78.86 $78.50 0.46%

Natural Gas $6.46 $6.65 -2.93% Nord Stream Leaks

Crack Spread $32.93 $32.25 2.10%

12-mo strip crack $30.47 $30.21 0.83%

Ethanol rack $2.63 $2.63 -0.09%

Metals

Gold $1,623.55 $1,628.90 -0.33%

Silver $18.12 $18.38 -1.44%

Copper contract $328.05 $328.35 -0.09%

Grains

Corn contract $667.25 $667.50 -0.04%

Wheat contract $882.50 $871.50 1.26%

Soybeans contract $1,402.75 $1,408.00 -0.37%

Shipping

Baltic Dry Freight 1,807            1,813            -6

Actual Expected Difference

Crude (mb) 2.0

Gasoline (mb) 0.5

Distillates (mb) 0.6

Refinery run rates (%) -1.00%

Natural gas (bcf) 93

Energy Markets

DOE Inventory Report
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Data Section 
 

U.S. Equity Markets – (as of 9/27/2022 close) 

 

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

Communication Services

Real Estate

Technology

Consumer Discretionary

Materials

S&P 500

Financials

Industrials

Healthcare

Consumer Staples

Utilities

Energy

YTD Total Return

-2.0% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5%

Consumer Staples

Utilities

Real Estate

Communication Services

Financials

Industrials

Healthcare

S&P 500

Technology

Materials

Consumer Discretionary

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 9/27/2022 close) 

 

-40% -30% -20% -10% 0% 10% 20%

Growth

Real Estate

Foreign Developed ($)

Emerging Markets ($)

Small Cap

Large Cap

US Corporate Bond

Mid Cap

Emerging Markets (local currency)

US Government Bond

Value

US High Yield

Foreign Developed (local currency)

Cash

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 

 

September 22, 2022 
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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. 


