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Living Your Retirement Life 
 Russia, Ukraine, Oil, Gold & Making Smart Comparisons with Your Retirement Portfolio 

 

With so much going on in the world these days, it's 
easy to worry about your retirement portfolio.  

• How will Russia’s invasion of Ukraine impact your 
retirement portfolio and should you adjust?  

• Did you account for inflation well enough and 
should you adjust?  

• Maybe you should add gold or another hedge 
against inflation? 

• How should you really measure your retirement 
portfolio to ensure that you’re on the right track?  

Let’s examine all of these topics. 

Russia and Ukraine 

The day before Russia invaded Ukraine one news 
headline screamed “Markets Could Dive on Russia 
Incursion.” A few hours later another predicted “A 
Market Crash in 2022.” Then the same organization 
published an article suggesting that an invasion by 
Russia could cause the Fed to become more dovish 
and hold off on raising rates, thereby benefiting 
markets, especially tech stocks. In other words, market 
pundits have no idea, right?  

 

 

Well, here are two predictions that are happening now 
and likely to continue as long as Russia is waging war 
in Ukraine. 

The Price of Oil Will Continue to Rise 

The price of oil was expected to rise absent any 
invasion of Ukraine – and the invasion just hurried 
things along.  

 



	

 
Copyright © 2022 Financial Media Exchange LLC., All rights reserved. 

Distributed by Financial Media Exchange. 
 

 

First, you should know that the price of oil was already 
headed up and has reached a level not seen in almost 
10 years, so suggesting it will continue to rise is not 
really going out on a limb. 

Second, global inventories are already tight, as 
outlined in a February report released on from the 
International Energy Agency that warned that the 
crude market was set to tighten even further.  

Finally, since Russia is a major supplier of natural gas 
to Western Europe, any invasion might send natural 
gas prices skyrocketing – and oil prices following suit. 

 
Volatility Will Continue to Rise 

As with the prediction that oil will rise north of 
$100/barrel, the prediction that volatility will rise is not 
too difficult to see for a couple of reasons.  

First, volatility is rising already, as the YTD chart 
through the end of February shows. 

 

THE VOLATILITY INDEX YTD 

 

And if there is one thing Wall Street despises, it’s 
uncertainty.  

 

How Might Markets React  

Notwithstanding rising oil prices, increased volatility 
and of course what an invasion of Ukraine will mean 
for Ukrainians and Russians, it is near impossible to 
suggest what markets might do in now that Russia has 
invaded Ukraine, in part because we have very little 
recent history from which to draw parallels. 

 

 

Going back 20-30 years, we can remember that: 

 

• After the attacks on September 11, 2001, the 
S&P 500 dropped almost 5% in one day on the 
way to a decline of over 11% in 11 days. 
Markets recovered 31 days later. 

• After Iraq’s invasion of Kuwait on August 2, 
1990, the S&P 500 dropped 1.1% in one day 
on the way to a decline of over 16% in 71 days. 
Markets recovered in 189 days. 

 

Sure one can go back further to the Yom Kippur War 
(1973) or the Tet Offensive (1968) or the Hungarian 
Uprising (1956) or when North Korea invaded South 
Korea (in 1950) or the Pearl Harbor Attack (in 1941), 
but stock markets were very different then, so the 
comparisons are probably not too informative. 

Nevertheless, Ned Davis Research examined what it 
deemed the 28 worst political or economic crises over 
the six decades before the September 11th attacks in 
2001 and found that: 

• In 19 cases, the Dow Jones Industrial Average 
was higher six months after the crisis began.  

• The average six-month gain following all 28 
crises was 2.3%.  

 

 

So, What Should Investors Do? 

Rule #1: Talk to your financial advisor before you do         
anything. 

Rule #2: It’s never a good idea to sell into a panic. 

Rule #3: See Rule #1. 

 

*  *  * 
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SO, MAYBE IT’S TIME TO INVEST IN GOLD? 

With so much going on in the world these days, it's 
easy to overlook the developments in the precious 
metal markets. Even as governments continue to 
devalue currencies, central banks across the globe 
have been accumulating gold. Should those in 
retirement start considering a small allocation in 
precious metals as well? 

How much you should invest in precious metals, of 
course, depends on your portfolio and other factors. 

In the current global economic environment, precious 
metals might look like a good short term-investment. 
Simply put, precious metals may be a good hedge for 
investors facing the myriad of problems associated 
with the present economic environment, especially 
raging inflation. 

 

Many will suggest that a diversified portfolio of tangible 
assets such as gold or silver could equal about 5% 
(and sometimes more) of your portfolio. And it’s hard to 
argue against that being considered a prudent asset-
diversification strategy. And in today's uncertain 
political and economic environment, there are many 
(and very sound) reasons to consider investing in 
precious metals to diversify your holdings. 

But keep in mind, precious metals are not like other 
asset allocations. For example, putting money in 
precious metals is very different than investing in the 
stock market. Even the word "investment" seems a bit 
out of place here. Gold doesn't pay dividends; gold 
doesn't pay interest. It's a metal that has historically 
been used as money. Throughout the world, gold 
continues to be recognized as money.  

 

 

As such, it can offer long-term protection as currency 
is devalued for investors looking to be able to maintain 
their lifestyles 20 to 30 years down the road. But as 
someone in retirement, is that you? 

      

 

*  *  * 

 

 

WHAT IS GOLD GOOD FOR? 

Most have often wondered about the answer.  The 
answer may not be absolutely nothing, as in the Edwin 
Starr song, but it is a lot less than you might think.  

The yellow metal has reacted meaningfully during only 
two incidents in the 44 years since Nixon closed the 
gold window on August 15, 1971: the 1970s inflation/oil 
crisis and the 2000s rise of China/financial crisis/debt 
deflation. 

Gold as a Tactical Strategy  

At best, gold is a useful tactical asset in situations 
where returns on safe assets turn negative.  Those 
incidents have been relatively rare. Gold should not be 
a perennial in your portfolio if you live in a place with 
developed financial markets and the rule of law. It 
earns no income and serves little purpose. 

But gold has an inconsistent relationship with inflation. 
The two episodes in which gold has correlated well 
with changes in the CPI are stark opposites. It 
probably gained its reputation as an inflation hedge 
because it correlated highly with the inflation of the 
1970s. Since the financial crisis, it has also correlated 
well with inflation, which has been very low.  Not 
anyone’s idea of an inflation hedge. Between the 
malaise of the 1970s and the global financial crisis, 
gold’s correlation with inflation was volatile and largely 
negative. 
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A History of Gold Prices  

As for gold’s crisis hedging quality, take a look at its 
chart from 1915 to today.   

GOLD PRICES – 100+ YEAR HISTORICAL CHART 

 

There are really just two spikes in the gold price.  The 
first occurred at the end of the 1970s.  It followed the 
great inflation and two oil shocks and dissipated in the 
wake of Volcker’s tightening of monetary policy.   

Spike two came with the rise of China and the run up 
of commodity prices in its wake. It continued into the 
financial crisis.  So, gold could have provided a 
counterbalance to your portfolio during two ugly 
incidents in financial markets. What about the myriad 
other crises we have been through over the past four 
decades? 
 

What did gold do during: 

• The savings and loan crisis in the late 80s? 

• The ERM crisis of the early 90s? 

• The Tequila crisis of the mid-90s? 

• The Asia crisis of the late 90s? 

• The tech wreck of the early 2000s? 
 

The answer is precisely nothing. 

Safe Assets and Negative Real Returns  

Gold has done well when safe assets, like US 
treasuries, offer negative real returns. It is only at such 
times that an asset which earns nothing and may cost 
you (or the ETF provider) something to store is worth 
holding.  

We are beyond the Fed starting to move away from its 
zero interest rate policy – that started a while ago. 
Remember, the all-time low was 0.25 percent, which is 
effectively zero.  

Real rates are likely to be higher across the curve over 
the next few years. That has turned gold into just 
another commodity; it will likely remain that way for 
many years.  Someday, when the imbalances have 
added up and policy makers misjudge events, gold will 
once again have a moment in the sun. 

Once Again, What Should Investors Do? 

Rule #1: Talk to your financial advisor before you do 
anything. 

Rule #2: It’s never a good idea to buy into a rally. 

Rule #3: See Rule #1. 

 

*  *  * 

 

HOW TO MEASURE YOUR PORTFOLIO 

Too often during uncertain times, we inadvertently 
compare ourselves to the people around us – and that 
leads us to make financial mistakes. 

In his book Predictably Irrational: The Hidden Forces 
That Shape Our Decisions, Dan Ariely remarks, “We 
don’t have an internal value meter that tells us how 
much things are worth. Rather, we focus on the 
relative advantage of one thing over another, and 
estimate value accordingly.” Later he adds, “We not 
only tend to compare things with one another but also 
tend to focus on comparing things that are easily 
comparable.” 
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In other words, we use completely irrelevant 
benchmarks to gauge our success and make 
decisions. We compare the car we drive or clothes we 
wear to our siblings. We draw comparisons about how 
our children act relative to the neighbors. 

None of these comparisons makes rational sense. 
Instead they take the common shortcut and follow 
things easily comparable to a simple, concrete – and 
irrelevant – answer.  

Simple comparisons also often gloss over details. In 
another example, you lament that you refinanced your 
mortgage at 4% interest while your brother got 3.75%. 
The interest rate provides a simple comparison and 
misses the big picture. 

Digging deeper, we find that your brother paid closing 
costs and you didn’t. The monthly savings of that 
0.25% difference covers the closing costs after 10 
years but your brother only wants to stay in the home 
for five. The lower rate ends up costing more. 

Nowhere is relative benchmarking more prevalent and 
more irrelevant than in investing. How you perform 
against the Standard & Poor’s 500 bears little on your 
financial well-being.  

If you are in retirement and have a properly structured 
portfolio, you probably underperformed the S&P 500 
since the onset of COVID and maybe have 
outperformed YTD so far in 2022. Big deal. The S&P 
500 is not trying to accomplish with its money what you 
try to accomplish with yours. 

For instance, if you ever owned a business, you 
understood that revenue and profits rise and fall. It is 
not always a consistent upward trajectory. You 
continue running your business because of the lifestyle 
it provides, and you make decisions that ensure 
continuity. Few owners run their business to maximize 
returns at all times those that do are often hung out to 
dry when things get rough. 

Consider your retirement portfolio as your own small 
business, comprising ownership in thousands of real, 
functioning businesses.  

If you strive to maximize gains in all the businesses at 
all times, you eventually get burned. Not to mention 
that the business (portfolio) performance of the bicycle 
shop guy down the street bears no relation to that of 
your bakery. 

That comparison makes no sense. Your portfolio 
provides you with the lifestyle you want. 

Blindly comparing your portfolio to an arbitrary 
benchmark – especially over short periods – tells you 
nothing about whether your investments help you 
toward your life goals. There’s nothing less relevant. 

 

*  *  * 

 

Your Financial Advisor 

How does a wise (and retired) investor avoid falling 
prey to danger of rising inflation, gold and oil prices 
and the lure of chasing returns? That's easy, just 
remember the adage: "If it sounds too good to be true, 
then it probably is."  

And remember this: when you planned for retirement, 
you modeled out your financial expenses and lifestyle 
choices. But just because you're retired, it doesn't 
mean that your planning stops.  

The news headlines are important only as a general 
gauge. Remember the three Rules outlined earlier: 

Rule #1: Talk to your financial advisor before you do       
anything 

Rule #2 : It’s never a good idea to sell into a panic or 
buy into a rally. 

Rule # 3:  See Rule #1  

Following these rules will let you sleep better at night. 
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