
As February ended, investors As February ended, investors 
were rushing to digest Russia’s were rushing to digest Russia’s 
latest moves in the Ukraine and latest moves in the Ukraine and 
their potential impact on every-their potential impact on every-
thing from oil to semiconductors. thing from oil to semiconductors. 
The S&P 500 fell into correction The S&P 500 fell into correction 
territory the last full week of Feb-territory the last full week of Feb-
ruary, closing down more than ruary, closing down more than 
10% from its January record, 10% from its January record, 
while the CBOE Volatility Index while the CBOE Volatility Index 
rose to its highest level in over a rose to its highest level in over a 
year. year. 

Russia’s equity stock market has Russia’s equity stock market has 
been quickly crushed, dropping been quickly crushed, dropping 
over 55% in less than two weeks. over 55% in less than two weeks. 
Their central bank instituted an Their central bank instituted an 
emergency interest-rate hike to emergency interest-rate hike to 
combat a collapse in the ruble, combat a collapse in the ruble, 
more than doubling its bench-more than doubling its bench-
mark rate to 20%, hours after im-mark rate to 20%, hours after im-
posing other restrictions on mar-posing other restrictions on mar-
kets including closing on Monday kets including closing on Monday 
February 28th. To further add to February 28th. To further add to 
uncertainty, Russian president uncertainty, Russian president 
Vladimir Putin ordered Russia’s Vladimir Putin ordered Russia’s 
nuclear deterrence forces to be nuclear deterrence forces to be 
put on alert, meaning that their put on alert, meaning that their 
network of nuclear missiles is network of nuclear missiles is 
ready to be used if necessary. ready to be used if necessary. 

Besides the obvious horrific im-Besides the obvious horrific im-
pact on the Ukraine, investors pact on the Ukraine, investors 
face many challenges in deter-face many challenges in deter-
mining the impact on future cor-mining the impact on future cor-
porate earnings. In addition to porate earnings. In addition to 
disrupting lives, Russia’s invasion disrupting lives, Russia’s invasion 

is piling new troubles onto the is piling new troubles onto the 
world’s already battered supply world’s already battered supply 
chains. chains. 

The fighting has shut down car The fighting has shut down car 
factories in Germany that rely factories in Germany that rely 
on made-in-Ukraine components on made-in-Ukraine components 
and hit supplies for the steel in-and hit supplies for the steel in-
dustry worldwide. It has severed dustry worldwide. It has severed 
airways and land routes that had airways and land routes that had 
become crucial since the pan-become crucial since the pan-
demic. The war is also quickly demic. The war is also quickly 
stopping Ukraine and Russia’s stopping Ukraine and Russia’s 
vast commodity exports, sending vast commodity exports, sending 
the price of oil, natural gas, wheat the price of oil, natural gas, wheat 
and sunflower oil rocketing. The and sunflower oil rocketing. The 
chip shortage will worsen with in-chip shortage will worsen with in-
creasing scarcity of commodities creasing scarcity of commodities 
from Russia and the Ukraine on from Russia and the Ukraine on 
items such as neon gas and pal-items such as neon gas and pal-

ladium.ladium.
The war is also going to exacer-The war is also going to exacer-
bate inflation that is continuing bate inflation that is continuing 
to broaden. U.S. consumer prices to broaden. U.S. consumer prices 
rose solidly in January, leading to rose solidly in January, leading to 
a CPI increase of 7.5%, the big-a CPI increase of 7.5%, the big-
gest year-on-year increase since gest year-on-year increase since 
February 1982. February 1982. 

Yet, despite high inflation the Yet, despite high inflation the 
economy grew at its fastest pace economy grew at its fastest pace 
in 37 years in 2021 and the labor in 37 years in 2021 and the labor 
market continues churning out market continues churning out 
jobs. Earnings growth, however, jobs. Earnings growth, however, 
is expected to moderate from its is expected to moderate from its 
2021’s red-hot pace, when profits 2021’s red-hot pace, when profits 
were being compared with their were being compared with their 
knocked-down levels during the knocked-down levels during the 
early stages of the pandemic. early stages of the pandemic. 

With all the carnage and uncer-With all the carnage and uncer-
tainty, many people expected tainty, many people expected 
markets to drop further. Despite markets to drop further. Despite 
recent volatility and a pullback, recent volatility and a pullback, 
markets have held up fairly well. markets have held up fairly well. 
Today’s biggest challenge for in-Today’s biggest challenge for in-
vestors is discerning a likely fu-vestors is discerning a likely fu-
ture. Putin’s actions are incredibly ture. Putin’s actions are incredibly 
unpredictable and destructive, unpredictable and destructive, 
not just to the Ukraine but also to not just to the Ukraine but also to 
Russia. Russia. 

The war will continue to drive The war will continue to drive 
headlines – deservedly so – how-headlines – deservedly so – how-
ever the driver of stocks will con-ever the driver of stocks will con-
tinue to be economic growth and tinue to be economic growth and 
profitability of individual compa-profitability of individual compa-
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April was an awful month for most global 
equity markets. A drop of 3.63% on the 
last trading day of the month delivered 
an 8.8% loss in April and the S&P 500’s 
worst April since 1970. The month’s 
drop added to the previous year’s losses 
leaving the S&P 500 down 13.3% with its 
worst January through April performance 
since 1939. Primary drivers appear to 
be the Fed’s announcements of coming 
interest rate increases, another increase 
in inflation and the war in the Ukraine.

The U.S. economy contracted at a 
1.4% annualized rate, and the U.S. 
Commerce Department announced 
consumer spending fell 0.4% in 
February from January after adjusting 
for inflation. Real spending has dropped 
in three of the last four months.

Decreased household purchasing power 
is likely contributing to the slowdown. 
Average hourly wages rose 5.6% in 
March from a year earlier, but that’s still 
below the 8.5% jump in the Consumer 
Price Index according to the Labor 
Department. The University of Michigan’s 
sentiment survey also revealed a 30% 
plunge in confidence in the last year.

Surveys of purchasing managers in major 
economies – Germany, U.S., and U.K. – 
also all reporting slower growth. Higher 
costs and supply chain interruptions were 
cited as major reasons. The International 
Monetary Fund (IMF) also reported that 
the global economic recovery will “slow 
significantly” this year due to the Russian 
invasion of Ukraine. The IMF projected 
growth at 3.6% for the next two years, 
down from previous projections of 
4.4% and 3.8% for 2022 and 2023.

Back in the U.S., the lack of ongoing 
fiscal stimulus will likely continue to 
impact growth. After raising consumer 
purchasing power through 2020 and 
2021, the lack of fiscal stimulus in 2022 
will subtract 2.1% during first quarter 
according to the Hutchins Center on 
Fiscal and Monetary Policy, a think tank 
affiliated with the Brookings Institution. 
Inflation is likely a direct result of the 
unprecedented increase in the money 

supply, M2, which increased more 
than 40% since February 2020.

In reaction to elevated inflation, the 
Federal Reserve has embarked on its 
campaign to tighten monetary policy 
by raising interest rates. The Federal 
Reserve is setting out to do something 
it has never accomplished before: 
reduce inflation dramatically without 
significantly increasing unemployment.

The inversion in the Treasury market’s 
yield curve, with rates on 2-year 
notes exceeding those on 10-year 
notes, posted an ominous sign given 
an inverted yield curve’s history of 
preceding recessions. The inversion 
suggests the bond market believes that 
the Fed projections of raising short-
term rates to 3% will not be enough. 
Even Fed Chairman Jerome Powel noted 
that “…very little is straightforward in 
the current context.” Not surprisingly, 
various economists are predicting 
a recession or raising its likelihood.

Good news still exists in various 
parts of the economy, but it’s getting 
harder to find. Recent market losses 
suggest that investors have grown a bit 
more nervous about future earnings, 
particularly at today’s valuations that 

remain high by historical standards. 
Investors should likely brace for 
ongoing volatility.  Given our long-
term investing discipline, we still 
believe there is value to be found 
in the markets.  We will continue to 
follow our fundamental approach to 
capitalize on good values in the market.

This commentary is furnished for informational 
purposes only and is not investment advice, 
a solicitation, an offer to buy or sell, or a 
recommendation of any security to any person. 
Opinions, beliefs and/or thoughts are as of the date 
given and are subject to change without notice. 
The information presented in this commentary was 
obtained from sources and data considered to be 
reliable, but its accuracy and completeness is not 
guaranteed. It should not be used as a primary 
basis for making investment de-cisions. Consider 
your own financial circumstances and goals 
carefully before investing. Certain sections of this 
commentary contain forward-looking statements 
that are based on our reasonable expectations, 
estimates, projections, and assumptions. Forward-
looking state-ments are not indicators or guarantees 
of future perfor-mance and involve certain risks 
and uncertainties, which are difficult to predict. 
Past performance is not indicative of future results. 
Diversification strategies do not ensure a profit and 
cannot protect against losses in a declining market. 
All indices are unmanaged and investors cannot 
invest directly into an index. You should not assume 
that an investment in the securities or investment 
strategies identified was or will be profitable
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