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Putin tests the world 

 

Trading (buying or selling) within portfolios with perfect knowledge of events is simply not possible, 

especially at the moment.   It’s about trying to understand what the wider market thinks, it’s more 

an exercise in the psychology of crowds.  In essence, markets are great big voting machines, 

weighing up the beliefs of each participant. 

  

Russia’s invasion of Ukraine has become a key event for both countries.  Although Russia has shown 

the nuclear card over the weekend, the UK Defence Secretary, Ben Wallace, remarked this was only 

a distraction from “what is going wrong in Ukraine”.  

  

Sure enough, this morning, markets are behaving as if Russia are the ones backfooted as Europe and 

the West have woken to the threat of Putin.  Europe have been surprisingly united and quick to 

react, they have imposed crippling sanctions and are already redirecting their natural resources 

purchases to the US and pressing existing channels of supply through the Far East and 

China.  Notably, oil prices will remain high for the foreseeable future with all eyes on the OPEC 

meeting, while unlikely to improve prices at the pumps, will help markets understand their longer 

term direction.  

  

While Russia may have miscalculated some aspects of their strategy, investors would be wrong to 

assume that this conflict will be contained to a couple of weeks of disruption and volatility.  The 

more Putin finds frustration in his plans, the more dangerous the situation could get. 

  

There are several questions that still need to be answered to determine the immediate financial and 

market fallout.  Global productivity will most likely fall, higher energy prices are likely to feed into 

other areas of the economy, acting as a type of consumption tax, exacerbating the cost-of-living 

crisis already underway in the West, which could in turn, slow the speed at which global interest 

rates are likely to increase, which spooked markets at the turn of the year.  

  

Inflation will remain high in the months ahead, changing a longer term investment strategy to 

include higher levels of cash is unlikely to improve performance.  In reality, investors who continue 

to invest new capital over the medium term, buying the dips in the market, is very attractive. 

  

We have increased our dialogue with our fund managers and purchased additional news feeds from 

independent sources to help us understand the wider investment outlook.  As always, we will keep 

you informed of any notable changes in our thinking, but should you have any questions or 

concerns, please do not hesitate to contact us. 
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