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The summary below is for educational purposes only.  Please call us with any questions or if you would like to 
schedule a review or discuss other financial matters. 
 
 
Russia/Ukraine and the Fed Raise Uncertainty 
 
There have been three major themes on the minds of investors since the start of the year 

1. Russia/Ukraine 
2. The swift pivot by Federal Reserve 
3. Strong corporate profits 

The first two have been significant headwinds for equities, but the downside has been cushioned by the expanding 
economy that has fueled the rise in corporate profits. Nevertheless, the story we have all been following has been 
the brewing crisis and eventual invasion of Ukraine by Russia. 

Index February Return*  YTD Return 
DJIA1 -3.53% -6.73% 
NASDAQ Composite2 -3.43% -12.10% 
S&P 500 Index3 -3.14% -8.23% 
The Global Dow4 -2.66% -2.10% 
Bond Yields Feb 28 Yield & Feb* Change Yield as of Dec 31, 2021 
3-month T-bill 0.35%        +0.13% 0.06%           
2-year Treasury 1.44%        +0.26% 0.73% 
10-year Treasury 1.83%        +0.04% 1.52% 
30-year Treasury 2.17%        +0.06% 1.90% 
Commodities Feb 28 Price & Feb* Change Price as of Dec 31, 2021 
Oil per barrel5 $95.72         +$7.57 $75.21 
Gold per ounce6  $1,900.70     +$104.30 $1,828.60 

Sources: U.S. Treasury, MarketWatch *February: Jan 31, 2022—Feb 28, 2022, and YTD: Dec 31, 2021 - Feb 28, 2022 
 
Short-term investors usually step back when uncertainty rises because increased uncertainty can lead to additional 
outcomes for the U.S. and global economy, and most of the outcomes, even if remote, are to the downside. 

Therefore, short-term investors recalibrate and attempt to discount the uncertainty. Over time, the historical pattern 
has been that a new reality gets incorporated into the outlook and the focus returns to the domestic economy. 

Ultimately, how the Ukraine crisis affects the U.S. economy will play the biggest role for markets, but Russia and 
Ukraine’s direct exposure to the U.S. economy is limited to a few commodities, including oil. The U.S. receives 
very little oil from Russia, according to the Energy Information Admin., but higher oil prices will translate into higher 
energy prices.  
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Nonetheless, a February 28th headline in the Wall Street Journal seems to sum it up well: U.S. positioned to 
withstand economic shock from Ukraine crisis, effects could push inflation higher from already elevated levels, but 
economic expansion appears to be on solid ground. 

A more aggressive turn by the Fed has also created headwinds. As 2021 unfolded, Fed Chief Powell assured 
us that the surge in inflation was tied to the reopening of the economy and short-term supply disruptions. The 
uptick in inflation, he said, would be “transitory.” 

But inflation has proved to be a much trickier problem than Powell and the Fed expected, and a more hawkish 
monetary policy has been openly discussed by Fed officials. 

The first interest rate hike is expected to occur in March - most likely a 0.25% to 0.50% increase. Additionally, a 
key gauge from the CME Group suggests that the current fed funds rate could rise to 1.25% - 1.50% by the end 
of 2022. That’s a far cry from a year ago when Powell strongly suggested no rate hikes through at least 2023. But 
let me caution that any projection on rates is highly dependent on the economy and inflation.  

Can the Fed bring inflation back to its 2% target without throwing the economy into a recession? Some suggest it 
may need some help from the supply chain and outside factors, and Russia’s war against Ukraine may complicate 
matters. But corporate profits have been strong, with S&P 500 earnings up 32% from one year ago, per Refinitiv. 
On January 1, analysts were forecasting another sizable gain of 22%, which has helped act like a shock absorber 
against today’s headwinds. 

 

Final thoughts 

Market pullbacks (a decline of around 5% - 10%) occur on average three times per year, and market corrections 
(a decline of around 10% - 20%) occur on average once per year. 

The S&P 500 Index registered its first 10% drop since the bull market began in late March 2020.  

But as the following chart illustrates, in the 32 times the S&P 500 Index dropped at least 10% since 1980, the index 
was up 25% on average one year after hitting a bottom, and it was higher for the year 90% of the time. 
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We won’t try to pinpoint a bottom, and we know past performance is no guarantee of future results, but the historical 
data are encouraging. 

Since WWII, LPL Research compiled the market reaction to 22 “market shock events.” On average, the total 
drawdown was just 4.6% for the S&P 500 Index.  

During the Cuban missile crisis, the S&P 500 lost 6.6% over eight-trading days. For those of us who are old enough 
to remember, the world appeared to be on the brink of nuclear annihilation. 

The biggest decline in the survey occurred after the surprise attack on Pearl Harbor. The index shed nearly 20% 
in 143 days but managed to erase losses within one year of the attack. 

Historically, geopolitical challenges have had only a short-term impact on the broader market. Whether the U.S. 
economy enters a recession has been the biggest factor for stocks.  

We are bracing for more volatility, but we do not think the U.S. economy will shrink under the war Russia has 
brought to Ukraine. 

 

We recognize that you have a choice of financial services firms, and we appreciate 
and value your continued support.  Our goal is to provide our clients with the very 
best service, and we are always pleased to assist you in any way we can. 

 

Please let us know if you have any questions and if you would like to schedule a 
review or discuss other financial matters. 

 

 

 

 

 

 
1 The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into 
directly.  Past performance does not guarantee future results. 
2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly.  Past performance 
does not guarantee future results. 
3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly.  Past 
performance does not guarantee future results. 
4 The Global Dow is an unmanaged index composed of stocks of 150 top companies. It cannot be invested into directly. Past 
performance does not guarantee future results. 
5 CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results. 
6 CME Group continuous contract; Prices can and do vary; past performance does not guarantee future results. 

 



Securities, insurance, and advisory services offered through SagePoint Financial, Inc., member FINRA/SIPC.  Additional 
insurance services offered through LEER Financial Wealth Management LLC, who is not  affiliated with SagePoint Financial 
Inc. or registered as a broker-dealer. 
 
All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a 
solicitation to buy, hold, or sell any securities. Nothing contained herein constitutes tax, legal, insurance, or investment advice. 
 
Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities 
and commodities mentioned in this report may not be suitable for everyone. 
 
U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of 
return and guaranteed principal value. U.S. government bonds are issued and guaranteed as to the timely payment of principal 
and interest by the federal government. Treasury bills are certificates reflecting short-term (less than one year) obligations of 
the U.S. government. 
 
Past performance is not a guarantee of future performance. Different investments involve different degrees of risk, and there 
can be no assurance that the future performance of any investment, security, commodity or investment strategy that is 
referenced will be profitable or be suitable for your portfolio.                 
                            
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing 
material is accurate or complete. The information contained in this report does not purport to be a complete description of 
the securities, markets, or developments referred to in this material. Any information is not a complete summary or 
statement of all available data necessary for making an investment decision and does not constitute a recommendation. 
 
Before making any investments or making any type of investment decision, please consult with your financial advisor and 
determine how a security may fit into your investment portfolio, how a decision may affect your financial position and how it 
may impact your financial goals. 
 
All opinions are subject to change without notice in response to changing market and/or economic conditions. 
 
Prepared by Financial Jumble, LLC Copyright 2022. 
 
 

 

                                                                                                       

 

 

We would be honored if you would 
 

 Add a name to our mailing list, 

 Have someone come in for a complimentary financial checkup.  
 

Please call Chris Hartrich or Eric Rechtin at (314) 394-2354 and we will be happy to assist you! 
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