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On February 24, 2022, Russia invaded Ukraine. As this is a major event that will impact much of the world, this
crisis is certainly influencing all global investment markets. How, then, will this impact an investor’s portfolios,
and how should investors think about what to do?
While it is unlikely the Russian invasion of Ukraine will trigger a recession, it is worth noting how the equity
markets have reacted to such events in the past. Since World War II, there have been 37 major geopolitical
events. When these events occur near recessions, the S&P 500® Index return, on average, declined 11.5% a
year later. When they weren’t near a recession, the S&P 500 return, on average, was +10.8% over the
subsequent 12 months. Therefore, given that a recession doesn’t currently appear to be looming, we believe
that taking a long-term approach and not selling into the near-term volatility will ultimately benefit investors.

That said, we are tracking a few key dynamics of this crisis to better understand the potential depths of the
current volatility…
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First, Russia is the 3rd largest producer of oil and gas in the world (after the US and Saudi Arabia) and is the
largest exporter that is not a member of OPEC. 40% of European natural gas comes from Russia, and the
Ukraine serves as a major throughfare for the pipelines carrying that gas. Additionally, Russia’s GDP
accounts for about 2% of the global total, at $1.7 trillion, and exports roughly $16.8 billion in goods to the
US (the 5th largest export market for Russia). However, Russia’s financial isolation and dependence on oil
and gas exports means that it isn’t as integrated into the larger global supply chain as other countries of
similar economic size are.
As sanctions begin to disrupt Russia’s exports of oil and gas, expect to see a continued increase in energy
prices, which should have a positive impact on companies with a focus on North American production.
Additionally, the defense sector will get a boost as European governments begin to increase their planned
defense spending. As global trade is disrupted, expect higher commodity prices as well as a potential
worsening of supply chain issues, but these should be mostly near term.
One item that tends to be overlooked is how this is impacting shipping. As ships become unable to enter or
leave Ukrainian ports, and others are diverted from planned routes either to deliver supplies to Europe or
avoid Russian ports, expect an amplification to the current problems facing global supply chains. However,
as supplies originally destined for Russia find new destinations, this can help alleviate some of the shortages
that have been impacting much of the supply chain.
What does this all mean for your portfolio? It means that we will see a lot more volatility in prices in the near
term. As the outcome of the invasion becomes clearer, expect the markets to begin to settle. Long-term, we
anticipate that the markets will recover, and growth will resume. Thus, we will be seeking to take advantage
of any buying and tax-loss harvesting opportunities that present themselves, while not panicking and
selling into any downturns.
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Dividend Assts Capital, LLC is an independent, employee owned wealth advisor specializing in high quality companies with a history of consistently
increasing dividends. Built on a pioneering legacy, our goal is straightforward; achieve our clients desired outcomes through investments that provide
sustainable and rising income with long-term capital appreciation. We partner with successful families, advisors and institutions delivering tailored
services that adhere to fiduciary principles to provide…

Clarity: A transparent and understandable
approach to portfolio management.

Simplicity: We believe dividends are the best
indicator of the future price performance of a stock.

Devotion: We build confidence through a
disciplined process and strong devotion to our
investment philosophy and clients.
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