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As Russian soldiers continue to encircle Ukraine’s capital city Kiev, financial markets are pricing in expected potential 
outcomes while still reacting to expectations in policy shifts from the Federal Reserve’s upcoming meeting and deciphering 
how all of this will impact corporate profit trajectories.  

The invasion of Ukraine is now in its second week.  Russian forces entered the country from their controlled territory of 
Crimea in the south, through the contested Donbass region in the east, and through western Russia and Belarus in the north.  
Russian forces now control much of southern Ukraine between the seaside town of Odesa and Mariupol in the East.  In the 
northeast, the city of Kharkiv has seen the worst of Russia’s bombardment and Russian forces have gained control of much 
of the surrounding terrain though they have not fully occupied the city.  Finally, the assault on Ukraine’s capital Kiev persists 
sluggishly as Russian troops continue to advance on the city while being supported by artillery and missile barrages from 
emplacements to the city’s north.  

Assuming that other countries do not intervene in the conflict, we foresee Russian forces continuing their slow and steady 
assault on Ukrainian territory and that it will remain dangerous and difficult for the civilian population, for whose plight we 
have the utmost sympathy.  

The effects of the conflict have been evident in financial markets and, as of March 7, 2022, the S&P 500 and MSCI ACWI Ex-
US are 12.5% and 13.9% below their recent highs.  Energy commodities that are produced heavily in Russia, oil and natural 
gas, have risen 57.4% and 25.7% respectively. Furthermore, both Russia and Ukraine are prominent producers of agricultural 
commodities such as corn, soybeans, and wheat which each gained between 23.6% and 65.2%.  Supply-driven inflation 
concerns propelled by military actions should be expected to be elevated until a truce is agreed upon.  Should commodity 
inflation become persistent, it could eventually impact economies around the world.  Rising energy costs may stress supply 
chains and nations that require food imports could find themselves under increasing pressure to feed their populace.  While 
we hope that this conflict will end soon, we are maintaining relatively low expectations of a quick conclusion.

Portfolio Positioning & An Eye on Opportunities
We remain pleased with our current portfolio positioning based on allocation adjustments implemented across our 
investment platform throughout 2021.  On two separate occasions we addressed fixed income positioning, once in the first 
half of the year and then again in the latter half. Early in the year we lowered our sensitivity to interest rate movements by 
adding lower duration bonds which was followed by an increase to our position size in these shorter maturity securities at 
the start of the fourth quarter.  Additionally, we reduced our overweight to emerging markets in June of 2021 and went 
underweight in the fourth quarter which decreased exposure to regions such as Russia and China.  

As the confrontation persists, we remain focused not just on eastern Europe, but also on actions that we expect to be 
forthcoming from the Federal Reserve.  Interest rate policy and changes with how their balance sheet is managed will be 
targets of our attention as 2022 progresses.  As we navigate the remainder of the year, we expect volatile markets and 
uncertainty to endure. Whether it be an opportune rebalance should markets fall further or an alteration of interest rate 
sensitivity in portfolios based on Federal Reserve policy, Vicus Capital will seek to find opportunities that emerge from any 
of these situations.  
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Disclosure
Opinions and/or statements regarding market trends and estimates provided are subject to change without notice and are based upon 
current market conditions.  Various investment types are mentioned in this document.  The inclusion of these investments should NOT 
be considered a recommendation to purchase or sell any investments mentioned.  Please remember that past performance may not 
be indicative of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that the 
future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies 
recommended or undertaken by Vicus Capital), or any non-investment related content, made reference to directly or indirectly in this 
document will be profitable, be suitable for a client’s portfolio or individual situation, or prove successful.  Due to various factors, 
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.  
Moreover, you should not assume that any discussion or information contained in this document serves as the receipt of, or as a 
substitute for, personalized investment advice from Vicus Capital.  Vicus Capital is neither a law firm nor a certified public accounting 
firm and no portion of the content should be construed as legal or accounting advice.  A copy of Vicus Capital’s current written disclosure 
statement discussing our advisory services and fees is available upon request.
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