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Agenda

• COVID-19
• Economy and Russia/Ukraine War Fallout
• Government Fiscal and Monetary Activity
• Investment Backdrop
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COVID-19
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COVID-19 has devastated the world’s population particularly in 
Europe, Latin America and the US. 

Excess deaths = The number of people who die from any cause in each time period minus the historical 
baseline from recent years
Source: The Economist, Wikipedia

COVID-19 is 
now the 7th

deadliest 
event in 
world 
history!

China is 
under 
reporting 
deaths the 
most while 
Russia has 
lost the 
most per 
capita.
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Vaccinations are up versus last summer, but efforts have slowed in 
the last few months in the EU, US and Russia

5Source: Financial Times



Omicron caused new COVID-19 cases to spike while vaccinations 
helped reduce the death rate

6Source: Worldometer



Governments implemented lockdowns in early 2020. Europe and India 
increased lockdowns in recent months. The US is showing signs of re-opening. 

7Source: FactSet



The Economy and Russia/Ukraine 
War Fallout 
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World Economic Snapshot- 1

World GDP has recovered to 
trend line pre-COVID levels. 
Real GDP growth is now facing
tougher comparisons. The 
developed versus emerging 
markets growth has narrowed.

Inflation has been 
building due to 
persistent supply 
chain issues and now 
Russia/Ukraine war 
commodity 
pressures

Short term interest 
rates are low versus 
history but are
starting to rise in
most areas. China 
stands out as 
accommodative. 

Service indices are 
expansionary in 
most markets.
Sanctions are
starting to hurt
Russia. COVID 
outbreaks are 
impacting China.
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World Economic Snapshot - 2

Long term rates have increased 
but remain near historic lows in 
most places. Russia’s invasion 
of Ukraine caused Russia debt 
to crater. 

Unemployment 
remains near historic 
lows. Some central 
banks feel they have 
more leeway to raise 
rates.

Retail sales growth 
remains high in most 
areas 

Developed market 
manufacturing surveys 
are strong. China and 
Russia manufacturing 
activity have 
weakened.

10Source: FactSet



Inflation pressures have escalated

11Source: FactSet



The world was 
dealing with supply
chain induced
inflation before the
Russia/Ukraine War
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Source: Federal Reserve of New York



Commodity prices are near historic highs
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Source: FactSet, Wikipedia



The Russia/Ukraine 
war has been a large
contributor to the 
recent rise in 
commodity prices 
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Most economists 
previously expected 
economic growth and 
inflation would moderate 
in 2022.

The Russia/Ukraine War 
should serve as an 
inflation boost and an 
economic growth drag. 
Europe appears the most 
exposed and the US 
appears the least 
exposed.
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Government Fiscal and Monetary 
Activity
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US fiscal spending reached historic highs during the height of COVID-19. We 
are dealing with a government spending hangover now. 

17Source: FactSet



Central banks are in the process of transitioning to less monetary support 
given inflationary pressures. The US and UK are leading the way.
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The Federal Reserve has engaged in
monetary stimulus in the form of low 
interest rates and buying government debt

Now the Federal Reserve is planning on 
raising rates and reducing the balance sheet

Fed March 2022 economic projections see a higher 
fed funds rate, and moderating GDP growth and 
inflation over time

19

March 2022 Fed minutes revealed that top fed 
officials “generally agreed” to reduce the size of the 
balance sheet by $95 billion per month consisting 
of $60 billion in treasury securities and $35 billion
in agency mortgage-backed securities. This move is 
expected to be implemented in 3+ months. 

Source: FactSet, Federal Reserve



Investment Backdrop
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We are 
entering 
another fed 
rate hike 
era. The
short end of
the curve
will likely
rise more.
Stocks have 
appreciated 
in 5 of the 
last 7 hike 
eras.
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How much and how fast inflation retreats is a key investment consideration.

If inflation moderates to 0-6%, investment returns may hold up well.
If inflation goes negative, fixed income should do well while stocks may suffer.
If inflation persists above 6%, investment returns may take a hit.

22Source: Capital Group
Past performance is not a guarantee or predictor of future performance.



The yield curve has 
moved up year-to-
date with the largest 
moves on the short 
end. 

The Federal Reserve 
will be unwinding 
their balance sheet 
and the biggest 
impact will likely be 
felt in treasuries and 
mortgages. 

10 and 30-year US 
treasuries are the
most sensitive to a
parallel rise in rates
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Stocks look attractive versus fixed income

24Source: FactSet
Past performance is not a guarantee or predictor of future performance.



The US stock market quickly absorbs 
the impact of most global events 

The Russia/Ukraine war started on 2/24/22. 
The stock market appreciated +1.4% that 
day and is up 6% since 2/23/22

25
Source: FactSet
Past performance is not a guarantee or predictor of future performance.

According to Wikipedia, Russia and Ukraine 
represented a combined 0.75% of the global 
stock market in 2020



Stock 
returns are 
often more 
muted the 
first year or 
two after 
the Fed 
starts hiking 
interest 
rates

26Source: Ned Davis Research
Past performance is not a guarantee or predictor of future performance.



Stock bear market history- We are dealing with greater risks today 
with commodity spikes and fed policy changes

Sources of bear 
markets: 

% of the time 
• 77% recessions
• 54% extreme 

valuations
• 46% aggressive fed 

actions
• 31% commodity 

spikes

The % of time a 
recession occurs due 
to 
• 23% one factor
• 46% two factors
• 31% three factors

27Source: JP Morgan Asset Management 
Past performance is not a guarantee or predictor of future performance.



The stock market generally follows earnings over time

28Source: FactSet
Past performance is not a guarantee or predictor of future performance.



Consensus forecasts call for 10% sales and 9% earnings growth in 
2022 and 5% sales and 9% earnings growth in 2023.

29Source: FactSet



Profit margins will be a key factor to watch. 
Margins are at historic highs and consensus 
expects margins to hold up. 
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Corporations have often displayed an ability 
to pass along higher raw material costs. 
Higher labor costs have pressured profits 
more and the labor market is tight today. 



The S&P Shiller P/E is high suggesting more muted returns over the next 3-5 years

Source: FactSet
Past performance is not a guarantee or predictor of future performance. 31



For more information
• Check out our website at:
www.candorassetadvisors.com • We discuss where we see 

opportunities in stocks, fixed 
income and other asset classes in 
our investment strategy 
commentaries 

• Sign up to receive our insights by 
emailing us @:

• info@candorassetadvisors.com

• To schedule a conversation, use the 
following link:

• https://calendly.com/bhawes-
1/brief_conversation
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William E. Hawes, CFA, CFP®
512 522-8501

bhawes@candorassetadvisors.com

1250 Capital of Texas Highway South
Building 3, Suite 400
Austin, Texas 78746

www.candorassetadvisors.com
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Disclosures

• Investment advisory and financial planning services offered through Candor Asset 
Advisors, LLC, a registered investment advisor.

• Past performance is not a guarantee or predictor of future performance.
• Financial plans are hypothetical in nature and intended to help you in making decisions 

on your financial future based on information that you have provided and reviewed. 
Assumptions need to be reviewed regularly.

• Stocks are not guaranteed and have been more volatile than other asset classes. 
Government bonds and Treasury bills are guaranteed by the full faith and credit of the 
United States government as to the timely payment of principal and interest.

• Diversification does not eliminate the risk of experiencing investment losses.
• Candor Asset Advisors does not endorse or support the contents or opinions of third-

party providers. 
• Candor Asset Advisors is not responsible for the content, privacy and security of a third-

party website.
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