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Global Geopolitical Turmoil – The Market Has a Short Memory 

 

After experiencing a very unusual COVID environment over the last two years, most investors were 

hoping for a return to “normal” in 2022.  Unfortunately, Russia’s invasion of Ukraine has postponed 

hopes for a near term return to normal.  Although the conflict has caused a tremendous human toll (our 

thoughts go out to all those impacted), the economic impact is much more subdued.  The main reason is 

because the economic contribution of these two countries to global growth is minimal.  Although 

recently imposed sanctions and monetary restrictions will cause friction in the global economy, we view 

these actions as manageable to most countries and companies.   

Historically, military actions have caused a heightened negative short-term reaction by investors, but 

that reaction has proven to be short lived in most circumstances.  The table below shows the major 

geopolitical events that have occurred over the last 80 years and the impact on the stock market.  As can 

be seen, the average market reaction is a decline of 5% and the decline lasts on average for 47 days. 



 

 

Another way to look at the current market environment is to ask what stock market returns look like 1 

year, 3 years, and 5 years after the military event occurs.  This historical data also suggests that the stock 

market is resilient in the face of uncertainty and has historically provided positive returns as soon as one 

year after the event of almost 10%. (Please see table below, 3 Year and 5 Year are ANNUALIZED) 

 

We believe that the real economic impact of this event is the increase in global energy prices.  Since 

energy is used in almost all consumer and industrial activities, energy prices have a large impact on 

prices for both goods and services.  Energy markets can be very volatile with even a small disruption in 

supply. Before the invasion, Russia supplied 10% of the world’s oil.  Any disruption of this supply will 

cause upward pressure on energy prices, at least in the short term.  We believe that this supply 

disruption is manageable over the intermediate term. We still have major energy supply options in the 

U.S. where oil wells were shut when the oil price collapsed in 2014.  Because of the impact higher oil 

costs have on consumer confidence and consumer spending, we are watching energy prices closely. 

Since nobody has a crystal ball, we believe the best way to combat a volatile market environment like 

we are in today is to stay diversified and take advantage of market weakness by putting cash to work in 

high quality companies when their stock price goes on sale.  By diversifying into multiple assets and 

taking advantage of market disruptions our portfolios should be able to thrive whatever future events 

unfold. 

Best regards, 

 

Curt Gross, CFA 
Chief Investment Officer  
  



 
 

IMPORTANT DISCLOSURE INFORMATION 

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 FAI Wealth Management-

“FAI”), or any non-investment related content, made reference to directly or indirectly in this blog will be profitable, equal any 

corresponding indicated historical performance level(s), be suitable for your 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 blog serves 

as the receipt of, or as a substitute for, personalized investment advice from FAI.   

Please remember that if you are a FAI client, it remains your responsibility to advise FAI, in writing, if there are any changes in 

your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous 

recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment 

advisory services. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above 

to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. FAI is neither a 

law firm nor a certified public accounting firm and no portion of the blog content should be construed as legal or accounting 

advice. A copy of the FAI’s current written disclosure Brochure discussing our advisory services and fees is available for review 

upon request.  

Please Note: FAI does not make any representations or warranties as to the accuracy, timeliness, suitability, completeness, or 

relevance of any information prepared by any unaffiliated third party, whether linked to FAI’s web site or blog or incorporated 

herein and takes no responsibility for any such content. All such information is provided solely for convenience purposes only 

and all users thereof should be guided accordingly. 


