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“Keep Calm and Carry On”  
– Britain’s Ministry of Information, 

circa 1939
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Market & Economic Synopsis
• The Federal Open Market Committee (aka, the Fed) raised rates by 25 basis points 
 in their March 16th meeting, as was widely anticipated. Additional rate hikes are 
 expected throughout 2022.
• Crude oil reaches prices not seen since 2014, as geopolitical pressures, increasing 
 demand, and shipping constraints all participate in escalating levels.
• Equity markets bounce back, on short-term basis, as the S&P 500 sees a historically 
 strong performance the week of 03/14/22.
• The war in Ukraine enters its second month, as negotiations between Russia and 
 Ukraine fail to provide resolution and millions are displaced from their homes. 

• Nickel, natural gas, and wheat, along with other commodity 
 prices, spike as supply disruption and recently-placed 
 sanctions threaten global food supplies and manufacturing 
 pipelines.
• Treasury yields break through to multi-year highs not seen 
 since 2019; 10-year U.S. Treasury yield exceeds 2.30% in 
 trades on 03/21/22.
• Inflation metrics indicate that for consecutive months in 2022, 
 year-to-year prices rose more than 7%.

Market Update
Because we are not yet a full quarter into 2022, it seems premature to do a 
YTD in review. However, given recent geopolitical events, market volatility, 
and general bedlam thus far, it is appropriate to summarize our current 
situation, and then delve into our outlook for the foreseeable future.

Assets in (YTD) Review
Let’s begin with a snapshot of a dozen varied investments, asset classes, 
and commodities. The quick takeaway is that except for Brent crude, 
gold, and the U.S. dollar index, most major asset classes are down for 
2022 YTD. Seeing these three positive asset classes higher in the face of 
the situation in Ukraine is to be expected — there is typically a rush to the 
U.S. dollar and gold during periods of market turmoil. What is somewhat 
atypical of the chart below is that the other nine asset classes are down for 
the YTD in lockstep. More specifically, we typically see U.S. Treasuries, 
or high-quality, fixed-income investments rally during equity sell-offs, in 
a “flight to quality”. Furthermore, we have been in a fixed-income bull 
market since the early 1980s. To stray from positive returns in fixed income 
is something investors are not accustom to. 

Assets in review
Selected asset performance, 2022 year-to-date return and range

Sources: BlackRock Investment Institute, with data from Re�nitiv Datastream as of March 17, 2022 
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For context, however, this is a short-term sample size (11 weeks into 2022); 
the dispersion of returns is likely to occur between now and year end.

Ukraine Conflict
We are all united in our compassion for the people of Ukraine. Local 
reports indicate that over 10-million people in Ukraine have been displaced 
from their homes. It can be difficult to shift toward numbers and markets 
while these events are happening, although it is imperative to maintain 
perspective and address what we are able to manage from here. 

What I believe will surprise many investors is how resilient the U.S. stock 
markets have been in the face of past geopolitical events.

Source: Bloomberg and UBS

Equity Performance around Major Geopolitical Events  
S&P 500 Returns

EVENT

Cuban missile crisis
Golf of Tonkin resolution
Six-day war
October war
Iranian hostage crisis
Soviet invasion of Afghanistan
Bombing of Libya
First Gulf War
Kosovo bombing
9/11 attacks
Iraq war
Arab spring
Ukraine conflict
Airstrike on Syrian airbase
North Korean missile crisis
Saudi oil struck by drones

DATE

10/16/62
8/5/64
6/5/67

10/6/73
11/4/79

12/24/79
4/15/86

8/2/90
3/22/99
9/11/01
3/20/03
1/25/11
3/14/14

4/7/17
7/28/17
9/14/19

Average

Median

1 DAY

-0.3%
0.2%

-1.5%
1.3%

-0.1%
0.1%
0.2%

-1.1%
-0.2%
0.6%
0.2%
0.0%

-0.3%
-0.1%
-0.1%
-0.1%
-0.1%

-0.1%

1 WEEK

-0.7%
-0.8%
0.5%
1.7%

-0.7%
0.2%
2.1%

-3.0%
-2.9%
-4.3%
2.5%
0.4%
0.7%
0.0%

-0.2%
-0.4%
-0.3%

-0.1%

1 MONTH

-6.6%
0.3%
2.5%
2.8%

-1.0%
-1.7%
2.2%

-4.4%
0.8%

-11.1%
-0.6%
1.3%
1.1%

-0.4%
0.1%

-0.6%
-1.0%

-0.2%

MAX 
DRAWDOWN

-6.3%
-0.9%
-0.8%

-43.3%
-4.2%
-8.8%
-3.3%

-15.9%
-3.8%

-27.0%
-3.1%

-14.9%
-1.4%
-1.1%
-1.9%

-25.6%
-10.1%

-4.0%
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Dating back to the Cuban missile crisis in 1962, both average and median 
returns on a 1-day, 1-week, and 1-month period following the event have 
been essentially flat. Furthermore, the average maximum drawdown 
has been around 10%. We have nearly hit that level since the invasion of 
Ukraine in February. Additional studies show that the domestic equity 
market (S&P 500), and both development and emerging equity markets 
are typically higher as soon as three months after the initial event. 

Certainly, much is hinging on Putin’s next move. History has 
demonstrated that in many cases, markets have absorbed short-term 
blows caused by similar geopolitical activity.

Thoughts on Energy
Oil prices affect us all — regardless of what we drive, how we work, and 
where we live. Because transportation costs affect our food prices, goods we 
purchase, and much more, oil and gas price fluctuations are ubiquitous.

Energy Intensity
US Energy Consumption per Real GDP Dollar (Thousand BTU)

Source: US Energy Information Administration and Goldman Sachs Asset Management

Since 1950, we have seen a consistent decline in U.S. Energy 
Consumption per Real GDP Dollar. Our friends at GW&K Investment 
Management explain the ability to handle higher oil prices in two ways:

“First, the amount of energy needed to produce a unit of GDP has 
declined by about two-thirds since 1970, thanks to greater efficiency 
and shifts in the composition of the economy toward service industries 
(chart above). Second, thanks to the shale oil revolution, America 
has become energy independent. That means that rising energy prices 
cause a transfer of income from energy consumers to energy producers, 
which helps limit the negative effect on the overall economy.”

May the spike in energy prices continue to feed real inflation concerns? 
Absolutely. However, we may be able to better handle this exogenous 
shock to the economy than we could have in the past.

Inflation…
And on the note of higher prices… the Consumer Price Index (CPI) is 
the most widely-used measure of inflation in the United States. Over the 
past two months, the CPI figures, which measure cost of housing, food, 
fuel, and other common household expenses, have risen to levels not seen 
since 1982. Many factors feed inflation, including monetary supply, wage 
movement, and prices of raw materials and commodities.

The Federal Reserve, among other responsibilities, is charged with 
managing the cost of goods and services in the United States (i.e., ensuring 
inflation is not too high or too low, but just right). For years, 2.0%–2.5% 
has been the Fed’s target inflation rate.

To combat high inflation, the Fed is using what tools it has at its 
disposal, including the Fed Funds Rate. As recently as last week, the Fed 
raised this rate by 0.25%. Akin to knee-jerk reactions from the market 
surrounding geopolitical events, many investors expect markets to sell 
off when the Fed raises this rate. Understandably so, since higher interest 
rates are synonymous with slower economic activity. As the chart below 
shows, however, both U.S. Treasury markets and the S&P 500 often 
perform favorably in the one-, two- and three-year periods following the 
Fed tightening.

Source: GW&K Investment Management, GFD, S&P, Bloomberg, Macrobond

Fed Tightening Periods: U.S. Bond and Stock 
Returns 1, 2, and 3 Years Following the Start of Fed Tightening

Higher interest rates are often indicative of a strengthening economy. 
Higher rates may lend themselves to additional investment earnings 
as well. Furthermore, as we have seen over the past year, markets 
have by and large drifted in expectation of the Fed’s moves and 
allowed rates to naturally shift higher through free-market forces. 
Goldman Sachs, in their Weekly Market Monitor notes, “We believe 
significant policy room exists before rates challenge equity returns.” 
Certainly, this is bullish sentiment.

In summary, we recognize the first few months of 2022 have been 
a challenge. It has been some time since we started a year start with 
comparable market activity. We have conviction that between coming 
off all-time highs in the equity markets, and unforeseeable global 
events, we will continue through a period of uncertainty, which is often 
a challenge for markets and investors alike. Our research and studies, 
though, indicate better times are ahead for those who exercise patience 
and discipline. 

Thank you for your confidence and trust in us —  
we take our responsibility seriously and look forward to 

our next conversation with you!

U.S. government 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. There is an inverse relationship between interest rate movements and bond prices. Generally, when interest rates rise, bond prices fall and 
when interest rates fall, bond prices generally rise. Commodities may be subject to greater volatility than investments in traditional securities. Investments 
in commodities may be affected by overall market movements, changes in interest rates, and other factors such as weather, disease, embargoes, and 
international economic and political developments. Diversification and asset allocation do not ensure a profit or protect against a loss. Dividends are not 
guaranteed and must be authorized by the company’s board of directors. Investment Advisory Services are offered through Raymond James Financial 
Services Advisors, Inc.
Investments in municipal securities may not be appropriate for all investors, particularly those who do not stand to benefit from the tax status of the 
investment. Municipal bond interest is not subject to federal income tax but may be subject to AMT, state or local taxes. Municipal securities typically 
provide a lower yield than comparably rated taxable investments in consideration of their tax-advantaged status. Please consult an income tax professional 
to assess the impact of holding such securities on your tax liability. 
CFP Board owns the CFP® and Certified Financial Planner™ marks in the United States.
Investment Advisory Services are offered through Raymond James Financial Services Advisors, Inc.
Bitcoin issuers are not registered with the SEC, and the bitcoin marketplace is currently unregulated. Bitcoin and other cryptocurrencies are a very 
speculative investment and involves a high degree of risk.

Raymond James Financial Services, Inc., Member FINRA/SIPC 
617 West Main Street, Suite E  |  Aspen, CO 81611  |  970-925-4334  |  888-925-4335  |  www.raymondjames.com/sgroi 

302 S. David Street, Suite 200  |  Casper, WY 82601  |  307-234-3473  |  866-934-3473  |  www.raymondjames.com/sgroi

Index performance is shown for illustrative purposes only and does not reflect the deductions of fees, trading costs or other expenses, which will affect 
actual investment performance. You cannot invest directly in any index. Individual results may vary. Past performance is not a guarantee of future results. 
There is no assurance any of the forecasts mentioned will occur.
Opinions expressed reflect the current opinion of the author and not necessarily those of Raymond James. All opinions are as of this date and are subject 
to change without notice. 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. Investments mentioned may not be suitable for all investors. 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 DJIA index covers 30 major NYSE industrial companies. The NASDAQ represents 4500 stocks traded over the counter. The S&P 500 is a broad based 
measurement of performance of 500 widely held common stocks. The Barclays Aggregate Bond Index is a diversified index measuring approximately 
6,000 investment grade, fixed-rate taxable securities. The Bloomberg Commodity Index is a diversified benchmark for the commodity futures market. The 
MSCI EAFE index is designed to measure the equity market performance of developed markets excluding the U.S. & Canada. The Barclays Municipal Bond 
Index is a measure of the long-term tax-exempt bond market with securities of investment grade. The Citigroup Broad Investment Grade Bond Index is 
market capitalization weighted and designed to track the performance of U.S. dollar-denominated bonds issued in the U.S. investment-grade bond market.
International investing involves additional risks such as currency fluctuations, differing financial and accounting standards, and possible political and 
economic instability. Also, investing in emerging markets can be riskier than investing in well-established foreign markets. There is no assurance any of 
the trends mentioned will continue in the future. Investing involves risk and investors may incur a profit or a loss, including the loss of all principal. Investing 
in the energy sector involves special risks, including the potential adverse effects of state and federal regulation and may not be suitable for all investors.


