
 

 

Market Reactions and Advice  
Following recent Global Events 

 
 

Last week was one of those weeks that seemed like decades happened!  While the Russian forces 
have been building up on the borders of Ukraine, until last week there remained hope of a diplomatic 
solution.  However, when Putin announced the attack, he said they were looking for the 
demilitarisation and denazification of Ukraine implying he was looking to force a complete regime 
change.  The unfolding tragedy in Ukraine will see many lives lost on both sides, but has much 
wider impact for the rest of the world. 
 
As you would expect, financial markets have been volatile with oil and gas prices higher.  Sanctions 
are being imposed on Russia, but they are unlikely to halt the attacks any time soon.   Unfortunately 
markets had already had a difficult start to 2022, with concerns about rising inflation and interest 
rates.  This was followed by a results season that saw big moves on individual stocks in both 
directions but generally supported markets.   The FTSE 100 index, with a high proportion of banks, 
materials and energy companies, was one of the few markets in the world that held up. 
 
On Thursday when the invasion took place, the initial reaction was for all markets to sell off 
sharply.  However, as the day progressed, the US market, particularly the Tech sector, started to 
outperform.  The Tech heavy Nasdaq index, whose futures contract had indicated a 3% drop in the 
morning, ended the day up 3.3%. Most European markets had closed over 3% down.  On Friday 
morning we saw stability emerge with European markets slightly higher.  It appears that there was 
an element of sell the rumour and buy the fact, but may also have seen some switching out of 
Europe into US in the basis that Europe could be hit particularly hard if oil and gas is cut off from 
Russia. 
 
The war in Ukraine is a tragic event for the individuals on both sides but we must look at the 
economic impact. The Ukraine is not that big an economy on a global scale but is a significant 
source of grain and has been referred to as “the breadbasket of Europe”. If the harvest is lost then, 
it has implications for food prices later this year. 
 
While Germany has stopped the Nordstream 2 gas pipeline verification, sanctions have not yet hit 
on oil and gas supplies from Russia to the rest of Europe. The fear is what is yet to come and if they 
do cut off energy, costs that were already high would increase even further. The US and other 
countries may release strategic reserves but that will only be a temporary solution.  The coming of 
spring and warmer weather may also help in the short term. 
 
Higher energy and food costs may extend the period of high inflation but may also constrain 
growth.  This leaves central banks with a dilemma as to whether to raise rates to counter inflation 
or hold off to support the economy.  Rate rises were priced into many markets and this may slightly 
reduce the speed of those rate rises, but it is unlikely to halt them in their tracks. 
 
These are dark times and when trying to understand the implications we tend to look for historic 
comparisons.  I have attached a chart that shows some of the historic conflicts that have been 
analysed.  The fund management group that carried out this research looked at (among other 
conflicts) the Cuban Missile crisis of 1962 for US/Russia tensions, as well as the Iraq invasion of 
Kuwait for oil supply disruption to try and put this into historic context, although there is nothing that 
compares directly. 
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The chart attached shows that in general there has been a full recovery in fairly short term of up to 
a year after the initial crisis.  The notable times recovery wasn’t seen is (perhaps not surprisingly) 
was the Suez Crisis and the Nazi invasion in 1939.  Another period where you may notice there 
wasn’t a recovery (and a heavy fall) was in 2001, but this fall was totally unrelated to the conflict – 
it purely came about due to the dot-com bubble and resulting tech stock crash. 
 
If there is a lesson from history, the time to buy was mid crisis, when it looked blackest.  If you traded 
out, you probably would have congratulated yourself but would probably not have bought back until 
the market had bounced.  Trading short term moves is nearly always dangerous. 
 
Trading out of investment funds isn’t an instant trade and prices can move substantially from the 
time of the instruction being made to the time of the deal being placed or settling. 
 
Another reason for avoiding any immediate reaction to is if investments are sold into cash, timing 
repurchases is impossible, and it is almost always the case that much of the upside is missed. 
 
It must also be noted that equity markets still generally look to be priced at attractive valuations, 
particularly compared to other asset classes. 
 
We strongly recommend that investors sit tight during these very difficult situations.  Providing the 
investment horizon remains longer term, which is something we always advise, then as difficult as 
it may be, short term pain in values should be ignored for the sake of the long term investment view. 
 

 


