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March 1, 2022 
 
It is important to us that we stay in contact with you during notable times in the capital 
markets. Most of you are already following the Russia-Ukraine War and know that the capital 
markets have not responded well to the conflict. We want to give you some information 
regarding market reactions to geopolitical events in the past and our thoughts on the current 
situation. 

 
Looking back 
We can look to the past to see how the capital markets reacted to notable geopolitical events. 
We can conclude that geopolitical events often create market volatility where an investor may 
have a buying opportunity. We have also seen events that cause ripple effects within the 
global economy where our foreign investments may temporarily drag down portfolio returns.  
 
While sharp changes downward in stock prices happen we have frequently witnessed a sharp 
rebound in prices as well. Being out of the market after a geopolitical event does not prove 
beneficial. Below is a graph that shows significant events that have occurred since 1975 and 
the resulting market movement following each. 

 
“…on average, stocks were higher three months 

after a geopolitical shock,  
and following 66% of events, they were higher after 

only one month.”(1) 
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Current Situation 
The build-up to Russia’s eventual invasion of Ukraine triggered an increase in market 
volatility, resulting in broad-based selling that sent the S&P 500 into correction territory as the 
holiday-shortened week of trading began February 22,2022.2 

The sell-off began on Thursday morning, February 24th, following the overnight incursion of 
Russian troops into Ukrainian territory, though markets staged a powerful late-day recovery 
that coincided with President Biden’s announcing fresh sanctions against Russia. The 
afternoon rebound was remarkable, as the S&P 500 ended 1.5% higher after being down 
more than 2.6%, while the Nasdaq Composite closed 3.3% higher after dropping nearly 3.5% 
intraday. Thursday afternoon’s momentum continued into Friday as stocks rallied to end the 
week in positive territory.5 

This week we continue to see volatility with the S&P 500 ending the month of February down 
about 3%. Year-to-date the index is down about 8%. U.S. Bonds, represented by the 
Bloomberg Barclays US Aggregate Bond Index, were down about 1% for February and 3% 
year-to-date.4 
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Invasion Implications 
Setting aside the more important aspects of the human cost and damage to world order, 
Russia’s invasion of Ukraine introduced uncertainty into many layers of the financial markets. 
The immediate repercussion was the impact on global economic recovery due to rising 
energy prices, which reduce consumers’ discretionary spending and saddle businesses with 
higher costs. 

The inflationary impact of higher energy and other prices, along with the prospect of 
decelerating economic growth, also complicates the Fed’s strategy to guide interest rates 
higher. Already, the probability of a 50 basis point interest rate hike at the Fed’s March 2022 
meeting seems less likely than it was just a week ago. Finally, Russia’s actions have raised 
new concerns over second-order effects that could further unsettle markets, such as a new 
round of supply-chain disruptions. 

We take each potential repercussion of war seriously, while having a long-term approach to 
investing. Portfolios are holding up well relative to the market shifts. Our strategy remains 
cautious as we monitor inflation and assets that will be largely impacted by the Russian 
invasion of Ukraine. Most importantly, our hearts and prayers are with the Ukrainian people. 
We pray for a quick end to the destruction and healing for those in harm’s way.  

 

Please reach out to us if you have questions about your portfolio, 281-395-8300. 

Sincerely, 

Don and Cody 
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