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  INVESTMENT PERSPECTIVE 

   
  It is with a heavy heart that we write this newsletter and our thoughts go out 

to all the victims of the war in Ukraine. In face of such a human tragedy, to 
comment on financial markets feels like a somewhat futile exercise but we 
remain committed to our task.  
 
At the beginning of February, markets continued to price in a higher number 
of rate hikes by the Federal Reserve and expectations for a rise of rates from 
the ECB also rose significantly. Equity markets proved to be quite resilient, 
nevertheless, helped by the reporting of solid earnings generally; there were 
also some big disappointments, however, from companies including Meta 
Platforms (ex-Facebook) and Paypal. The second half of the month was mainly 
driven by the rising geopolitical tensions on the Ukrainian border, and then by 
the worst case scenario, when Russian forces started to invade Ukraine on 
February 24th. While European equities dropped steeply that day, as to be 
expected, US equities ended much higher as they dramatically recovered from 
a very weak opening. For the whole month, the S&P 500 dropped by 3.1% and 
the Euro Stoxx 50 by 6%. Big swings were also observed in the bond markets, 
as an initial rise of long term yields was then mostly erased. The yields of 10-
year Treasuries and Bunds rose from 1.78% and 0.01% to 2.05% and 0.32% 
respectively, before ending February at 1.83% and 0.13%. In the current 
context, commodity prices have continued to rise, with energy, industrial and 
precious metals, and grains appreciating strongly. The US dollar ended the 
month higher, logically, as investors seeked refuge in the greenback.                  
 
WESTERN SANCTIONS TRIGGER A ROUT OF THE ROUBLE    
 

 

The chart illustrates the collapse of the Russian rouble against the US dollar as 
the West has imposed the most severe sanctions yet on Russia. The US and its 
western allies have prevented the Russian central bank from using its $630bn 
in international reserves and excluded some of the country’s lenders from the 
SWIFT global financial messaging system. Without the ability to access its for-
eign reserves, the Russian central bank has been unable to defend the rouble, 
hence the plunge of the currency. Up to now, the sanctions have spared the 
energy sector by allowing payments to continue through non-sanctioned 
banks. This has not prevented energy prices from spiking, with WTI and Brent 
crude oils both trading above $115 a barrel. The prices of other commodities, 
including palladium, nickel and wheat have also risen sharply as Russia is a 
major supplier of these raw materials.                               

MARKETS HIT BY HAWKISH   
CENTRAL BANKS AND DRAMATIC 

EVENTS IN UKRAINE      

- 26% 
THE COLLAPSE OF THE ROUBLE 
VS. THE DOLLAR IN FEBRUARY    

KEY ECONOMIC DATA PUBLISHED 

IN FEBRUARY 

 China's Caixin PMI Manufacturing  
rebounded to 50.4 in February, 
above market expectations of 49.1.  

 China's December exports jumped by 
20.9% (YoY) above forecasts of 
20.1%; imports rose by 19.5%, below 
expectations of + 27.8%. 

 Economic sentiment in the Euro-
zone fell in February (ZEW survey at 
+ 48.6 vs. + 49.4 in January). The PMI 
Composite number rose from 52.3 to 
55.8 (forecast of 52.7).   

 In Germany, economic sentiment 
(ZEW survey) increased in February       
(+ 54.3 vs. + 51.7 in January). The IFO 
Business Climate Index rose to 98.9, 
above forecasts of 96.5.  

 US consumer confidence declined to 
110.5 in February, above forecasts. 

 The Markit US Manufacturing PMI  
Index rose to 57.3 in February vs. 56 
expected. The Services PMI was also 
higher than expected, at 56.7.  

 US payrolls in the private sector     
rose by 444K in January compared to 
forecasts of + 35K, with December 
numbers being revised upwards from 
+ 211K to + 503K.  
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 INVESTMENT STRATEGY 
 
The dramatic events in Ukraine have added to the challenges 
that financial markets had already been facing. Historically, 
such events had relatively limited and temporary effects on 
the markets. This seems to be confirmed by their reaction, so 
far, since the beginning of the Russian invasion. With the ob-
vious exception of Russian assets, European ones have been 
the worst impacted, as to be expected, but some markets are 
in positive territory since February 23rd, with others recording 
limited losses. Our model portfolio’s exposure to European 
equities has been underweight for some time, essentially due 
to an overweight towards emerging markets. This explains 
why we have not cut our allocation to Europe and believe 
that the broad diversification of the portfolios is well adapted 
to the current environment. Frequent and sudden rotations 
between regions, styles, sectors, and market capitalisations 
should continue to take place at a very fast pace and it is      
illusory to attempt to constantly be in sync with these shifts.                  
 
 
       

   

DEVELOPMENTS IN UKRAINE TO 
DRIVE MARKET SENTIMENT IN 

THE NEAR TERM  

 PORTFOLIO ACTIVITY/NEWS 
 
February was a negative month for the portfolios. As in the 
previous month, both bond and equity markets were weaker 
due to rising yields, wider credit spreads and deteriorating 
market sentiment. European Small Caps and Value, the global 
technology fund, and emerging market debt were the main 
detractors. Some positive contributions were provided by the 
exposure to gold, the healthcare fund and the metal mining 
fund, which benefited from rising commodity prices. In the 
alternative space, the long/short credit funds, the Event-
Driven strategy, the CTA and Global Macro strategies were 
resilient and played their part as portfolio diversifiers.           
 
In February, we made some switches in the model portfolios. 
The emerging markets’ growth equity strategy was replaced 
by an Asia ex-Japan fund with a value approach. The purpose 
is to benefit from extremely low valuations for the fund’s 
companies and to reduce some of the overlap with the China 
equity fund. A global fund with a focus on growth was also 
replaced by another global equity fund exposed to “boring” 
businesses with stable returns. The objective, in both cases, 
was to reduce some portfolio volatility and to rebalance the 
allocations to growth and value funds.      
 
 
 
 
 
 
 

 
 

 End 2021 January 2022 February 2022 MTD 2022 

      Equities      

S&P 500 4’766.2 4’515.6 4’373.9                 - 3.1% - 8.2% 
Euro Stoxx 50 4'298.4 4'174.6 3'924.2 - 6.0% - 8.7% 
MSCI EM 1’232.0 1’208.2 1’171.3 - 3.1% - 4.9% 

      Yields      

UST 10-year 1.51% 1.78% 1.83% + 5bps + 32bps 
Bund 10-year - 0.18%  0.01%  0.13% + 12bps + 31bps 
BBB EU 0.95% 1.25% 1.78% + 53bps + 83bps 

      Currencies      

EUR/USD 1.137 1.124 1.122 - 0.2% - 1.3% 
USD/CHF 0.913 0.927 0.917 - 1.1% + 0.4% 
EUR/CHF 1.038 1.041 1.029 - 1.2% - 0.9% 
GBP/USD 1.353 1.345 1.342 - 0.2% - 0.8% 

      Commodities 
premières 

     

CRB Index 232.4 255.1 269.1 + 5.5% + 15.8% 
Oil (WTI) USD 75.2 USD 88.2 USD 95.7 + 8.5% + 27.3% 
Gold USD 1’829 USD 1’797 USD 1’909 + 6.2% + 4.4% 
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