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The Russian invasion of Ukraine is deeply upsetting on so many fronts. As the humanitarian costs continue to 

mount, so have restrictive global policies aimed at forcing a resumption of diplomatic engagement. In no way 

minimising the consequences of conflict, in this Newsletter, we focus on the longer-term implications for 

investment markets. In doing so we are reminded of a quote from Peter Lynch the renowned Fund Manager of the 

Fidelity Magellan Fund when he said, “More money has been lost trying to anticipate and protect from corrections 

than actually in them.”  
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After the initial shock, markets are waiting for more 

clarity about the impact of Western sanctions as well 

as possible counter measures by Russia. The West has 

responded to Russian aggression with heavy 

sanctions to cut Russia off from external sources of 

finance. Russia could also retaliate by restricting 

energy exports to Europe. Today, Europe relies on 

Russia for 25% of its crude oil imports and 40% of its 

natural gas imports. If Putin cuts off the energy supply 

to his European neighbours, oil prices could rise even 

further. Making smart decisions during prolonged 

periods of uncertainty can be challenging. In such an 

environment whilst past performance has no 

guarantee of repeating itself, historically, in spite of 

temporary losses, investment markets have tended to 

over discount bad news. 

 
 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 

 

Welcome to our ‘March 2022 Insights’ where we hope to provide you with the means to keep informed of 

the latest economic and investment market conditions and set out investment views on the current 

environment, challenges and opportunities that lie ahead. It may seem inappropriate to focus on the 

investment implications when so much Human suffering is unfolding in front of us. However, we will try to 

focus on the impact of such events, from the above perspectives. As always, our aim is to inform on such 

matters leading to better investment decisions and by extension more acceptable returns on employed 

capital. 

 

 

 

 

 

 

In a dramatic escalation to the Russian/Ukrainian 

crisis, Russia began a full-scale invasion of Ukraine, 

launching missile, artillery, and air attacks early on 

Thursday 24th February triggering a serious security 

crisis in Europe, not seen for decades. Investment 

Markets and by extension Investment & Pension 

Funds have had to deal with a multitude of issues 

over the past 24/26 Months, with the emergence of 

Covid and its variants, rising inflation worries, 

supply chain issues and the prospect of higher 

interest rates. To these concerns, we now have to 

factor in the Russian invasion of Ukraine which, 

aside from the likelihood of human suffering, poses 

geopolitical dangers for the West and threatens to 

worsen inflationary concerns. 

Escalating Geopolitical Risks 

March 2022 

Market Review 
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Despite the escalating geopolitical risks, equity 

markets have to date remained quite resilient. 

Markets have digested rising interest rates, rising 

inflation, less monetary accommodation by global 

central banks, a worldwide pandemic and now the 

escalating threat of war. Certain sectors of the market 

have suffered declines, including many technology 

and consumer discretionary names. Now they are 

giving back some of those gains, which is entirely 

understandable and should be expected. Meanwhile, 

other market sectors are trending quite bullishly and 

closing in on new all-time highs.  

 

These sectors include Energy, Consumer Staples, 

Materials and Healthcare amongst others. 

Volatility is likely to continue, though history does 

give us some comfort in the manner in which 

Markets have dealt with previous geopolitical 

concerns. Despite still-considerable uncertainties, 

one point worth highlighting is how the historical 

record suggests major geopolitical events have 

tended to have only a small negative impact on 

business confidence and growth in advanced 

economies in the following months. The following 

table reflects historic Market reactions to previous 

events.  
 

Geopolitical Events and Stock Market Reactions S&P 500 Index Calender Days to 

Market Shock Events Event Date One Day Total Drawdown Bottom Recovery

Saudi Aramco Drone Strike 14/09/2019 -0.3% -4.00% 19 41

Boston Marathon Bombing 15/04/2013 -2.3% -3.00% 4 15

Madrid Bombing 03/11/2004 -1.5% -2.90% 14 20

U.S Terrorist Attacks 09/11/2001 -4.9% -11.60% 11 31

Iraq's Invasion of Kuwait 02/08/1990 -1.1% -16.90% 71 189

Cuban Missile Crisis 16/10/1962 -0.3% -6.60% 8 18

Average -1.7% -7.50% 21 52

 

Such a table should not reflect lightly on the current crisis. The escalation of the crisis in Ukraine into conflict will 

hamper markets in the near term and we are experiencing its effect, both negatively and positively, across many 

asset classes. Growth sectors led the prior advance. Now we have a rotation underway to Value sectors, as more 

defensive sectors of the market begin to outperform. Energy & Healthcare, as illustrated in the following Graphs, 

reflect this point.  

 

Staying the Course 
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INFLATIONARY BUST INFLATIONARY BOOM

BUY: Defensive equities BUY: Growth, EM equities

Inflation-linked bonds Commodities

Energy

SELL: Emerging markets SELL: Long-term bonds

Long-term bonds USD

Falling GDP Rising GDP

Growth Growth

DISINFLATIONARY BUST DISINFLATIONARY BOOM

BUY: Long-term bonds BUY: Growth equities

USD, Gold Cyclical equities

High yield credit

SELL: Equities, commodities SELL: Inflation-linked bonds

Inflation-linked bonds USD

Falling Inflation

Rising Inflation

 

Equities 

 

Today, we are in a period of rising inflation. If we take the US as an example, while there are initial signs that US 

GDP growth may be stalling at a record and unsustainable +5% per annum. US GDP growth may be on its way 

back to a more sustainable long-term trend growth rate of 2-3% per annum. That puts us in the ‘Inflationary Bust’ 

box. This is a time when portfolios should be well-diversified and positioned across a mix of sectors including 

defensive equities, energy and inflation-linked bonds, while holding underweight positions in emerging market 

equities and long-term government bonds. Property can also be considered quite a productive asset during times 

of rising inflation. 

 

Despite the rising geopolitical tensions and growing global macroeconomic risks, we continue to 

advise clients to stay the course and hold a well-diversified portfolio with a blend of assets within 

advised risk tolerance levels. This will facilitate navigating these volatile and challenging times 

with the desired outcome achieved, over time. 

Next, let’s take a closer look at equity and bond markets to examine the opportunities and risks that 

may lie ahead. 
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Equities 

 YTD 1 Year 3 Years 5 Years 10 Years 

Global  -  7.22% +15.98% +52.26% +67.43% +242.87% 

U.S.  -  7.56% +21.07% +65.22% +86.46% +357.06% 

Europe (ex U.K.) -11.17% +  9.03% +32.34% +42.04% +144.93% 

U.K. + 0.31% +19.48% +18.57% +23.42% +  80.73% 

Emerging Mkts -  2.49% +  4.03% +23.48% +30.04% +  76.03% 

Japan -  4.89% -9.07% +23.80% +5.5% +133.41% 

 

In our January Newsletter, we highlighted Investment Managers rotation from ‘Growth’ to ‘Value’ with the 

expectation that this trend would continue as defensive sectors of the market catch up on years of relative 

underperformance. Since then, the Russell 2000 Value Index has continued to gain ground on the Russell 2000 

Growth Index. Year-to-date, value stocks have declined by just -2.3% in euro terms in contrast to more severe 

declines for many technology-focused companies.  

 

*Data at 2nd March 2022 

 

Companies like Meta (Facebook) have experienced sharp declines and significant capital outflows in recent 

months. While the market has re-rated some of these former high-flyers, commodity-focused companies like 

Chevron and Exxon Mobil have hit all-time highs. We cover this topic later in this report in our ‘Sector in Focus’ 

when we look at the energy sector in more detail. 
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Historically, government bonds were considered a safe-haven asset where capital flowed during times of 

volatility. It is notable that government bonds in developed markets have not rallied so far in 2022 despite the 

recent decline in equities. The reason of course is that inflation is rising, and government bonds do not perform 

well during inflationary periods. The growth/inflation framework confirms this view. Government bonds tend 

to underperform when inflation is rising, irrespective of whether GDP growth is rising or falling. During 

inflationary times, fixed interest government bonds are deemed ‘certificates of confiscation’, as the fixed 

coupon (rate of interest) paid to bond holders is eaten away by inflation over time. Instead, inflation-linked 

bonds outperform during inflationary periods, as the coupon paid is indexed to inflation (index-linked).  

 

We are no doubt facing a very challenging period as political leaders discuss and debate a way forward through 

the current conflict following Russia’s aggression. The road ahead is uncertain and there will be more obstacles 

to navigate. The current correction in the stock market may yet have further to go. However, the stock market is 

a forward looking instruement and often prices in a worst-case scenario ahead of time. Markets can deliver 

positive returns during times of crisis and war. For example, from the start of WW2 in 1939 until it ended in 

1945, the Dow Jones Industrial Average rallied by +50%, over +7% per annum. As stated, we in no way want to 

diminish the serious and tragic crisis underway in Ukraine. However, we would like to provide our clients with 

some piece of mind during these challenging times and reiterate the importance of reviewing and maintaining 

market exposures within appropriate investment risk comfort levels.  

 

 

Bonds 

 

 YTD 1 Year 3 Years 5 Years 10 Years 

EU Govt +5 Yrs.  -4.8% -6.6% +2.0% +2.4% +4.9% 

EU Govt. +10 Yrs. -6.2% -8.8% +3.3% +3.6% +6.4% 

EU Corporates -3.3% -4.4% +0.4% +0.7% +2.6% 

EU Inflation-linked -2.9% +4.3% +4.6% +3.2% +2.6% 

 
*Data at 18th February 2022 
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Market Outlook 

There are so many cross currents and external forces impacting markets today that providing a 

market outlook is fraught with difficulty, in such a fluid environment. Often, maintaining a 

long-term approach during periods of heightened  volatility is the best course of action.  

 

We continue to rely on a growth/inflation framework to guide the decision-making process. In 

doing so, we are conscious that the short-term is a cautionary environment; we continue to 

advocate our clients hold a well-diversified portfolio with a blend of assets within 

recommended risk tolerance levels. History shows us there are always risks present and reasons 

to not remain invested. Consistently (and profitably) sidestepping these is an unrealistic goal. 

Investors are likely better served holding a portfolio that they can stick with during 

the inevitable swings and focusing on the long term. 

 
 
 
 
 
 
 
 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Alternatives 

 YTD 3 Years 5 Years 10 Years 

GS Commodities +17.4% +16.1% +8.7% +0.1% 

WTI Crude +22.9% +18.0% +11.4% -1.5% 

Gold +4.2% +13.3% +8.3% +1.0% 

Silver +3.8% +16.2% +6.3% -3.7% 

 

After a decade of poor performance, the commodity sector has finally come to life. 

Commodities tend to thrive during periods of rising economic growth and rising inflation 

(‘Inflationary Boom’) and often deliver spectacular returns for investors able to withstand the 

volatility. Certain commodities can also perform well when GDP growth is falling 

(‘Inflationary Bust’) but that depends more on specific supply and demand factors impacting 

each commodity. Certainly in 2022 year-to-date, the combination of monetary debasement, the 

outbreak of war and the stark supply/demand imbalance in the energy sector have created the 

perfect storm for surging crude oil and natural gas prices. Investment Managers continue to 

expect volatility in this sector in the months ahead, with some consolidation in prices, followed 

by a resumption of the bullish trend later in the year. 

 

*Data at 18th February 2022 
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This month, we focus on the Energy 

sector. It’s hard to believe that just two 

years ago in April 2020, WTI crude oil 

futures collapsed in price to minus $37 

per barrel on the New York Mercantile 

Exchange. Energy traders were caught 

completely off guard by a collapse in 

demand due to COVID and a lack of 

available storage capacity in the crude 

oil market.  

While producers continued their production schedules as normal, a huge excess supply of oil materialised 

that drove prices sharply lower. Nobody wanted to buy crude as there was nowhere to store it. Prices 

collapsed and that dislocation ended up marking a multi-year low for the oil. 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

From April 2020, the crude oil market began 

to recover. As economies slowly emerged 

from COVID lockdowns, demand for crude oil 

also returned. Yet supply chain bottlenecks led 

to distribution delays for the end consumer. 

Environmental concerns voiced by successive 

governments and policy makers also 

compounded matters for the energy industry. 

As a result, energy explorers are now 

restricting drilling activities for environmental 

reasons. The world’s largest oil drillers are 

aggressively cutting back on capital spending 

and instead returning excess funds to 

shareholders. The net result of these decisions 

will be much higher oil and natural gas prices 

in future and much higher stock prices for the 

energy sector.  

 

As the above chart reflects, Oil has appreciated by 

71.17% over the past 12 months. Even after such 

strong returns, the energy sector comprises just 

3% of the S&P 500 index today compared to 29% 

of the index in 1980. Energy stocks are by no 

means expensive at current prices. And, while we 

are strong advocates of the sound environmental, 

social and governance policies that have gained 

broad public support in recent times, we also 

recognise the need for cost efficient sources of 

energy to meet the demands of current and future 

generations. If you add in a large-scale war to the 

mix where the aggressor is one of the world’s 

largest producers of oil and natural gas, then $100 

oil could likely be a price floor rather than a price 

ceiling for years to come. We are about to find out. 

Allocation of Capital to this Sector can be 

achieved through a number of vehicles with detail 

on same available upon request. 

 

 

Sector 

In 

Focus 
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Insight Private Clients Limited. 

Tramore House, 

Reeveswood,  

Douglas Road,  

Cork,  

T12 R8XW. 

Insight Private Clients is the trusted 

advisor to many Individuals, 

Families and Corporate Entities. 

Should you wish to explore our 

service offering it would be our 

pleasure to discuss your specific 

requirements and we invite you to 

make contact with us. 

 

T: +353 21 245 5410 

E: info@insightpc.ie 

www.insightprivateclients.ie 
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