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 With each passing day it seems that the violence in Ukraine is getting worse, and that the prospects for any 
durable, near-term and peaceful resolution are vanishing. We are not going to opine on the geopolitical significance 
of this conflict. Nor are we going to comment on the humanitarian aspects other than to say that the stories and 
images we all have seen are horrible. We will keep this commentary brief and focused on markets. In attempting to 
destroy the lives of Ukrainians, Vladimir Putin is causing severe collateral damage to the global economy.  
 
 We wrote last week that we do not believe that markets are on the verge of a Covid-like March 2020 
meltdown. While we still believe that to be the case, we wanted to differentiate one aspect of this crisis from the 
market dislocation at the outset of Covid. A combination of technology and money got the economy through the 
Covid crisis and proved to be a tailwind for financial markets. Technology allowed many to seamlessly work 
remotely and led to the rapid development of vaccines and antiviral drugs. Fiscal relief and supportive monetary 
policy helped cushion Covid’s blow to the economy. In the case of Russia’s invasion of Ukraine, neither technology 
nor financial support can help insulate the economy from the impact of commodity shortages. 
 
 Russia and Ukraine are key producers of resources ranging from energy to food to industrial metals. 
Russia’s rapid isolation from global trade and Ukraine’s doubtful ability to supply global markets during a horrific 
conflict are causing a substantial repricing of critical commodities. Following sharp increases last year, commodity 
prices have further skyrocketed this year (and particularly in the last ten days) due to concerns over severe resource 
constraints (see the below graphic from Bloomberg with year-to-date changes in the far-right column).1 
 

 
 
  

There is no easy technological or financial solution to resource disruptions. We can’t simply print more oil, 
copper or wheat like we could money to help families and businesses get through the Covid crisis. Typically, new 
oil fields and mines take years to come online. Without a quick resolution to the current conflict that somehow 
results in Russia coming back into the global economic fold and Ukraine export capabilities returning, the world 
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risks running low on key products for some time. The risk for the global economy is that resource shortages and 
price spikes exacerbate inflation while slowing growth – this is known as stagflation. It is not an ideal state. 

 
Higher commodity prices threaten to result in higher prices for just about everything. From transportation, 

to heating, to electricity, to the food we eat and the goods we buy (think of the higher shipping costs in a world of 
$150 oil). The more that consumer and business spending shifts from things and services that are nice to have, to 
things that we need to have (like food and energy), the more money that will be directed toward resources and away 
from many of the goods and services we consume. We hate to say it, but this is potentially recessionary. 

 
Barring a near-term resolution to the conflict, we think there are two likely pathways forward. Commodity 

prices this high are simply not sustainable in the medium to long term. If prices remain elevated, eventually new 
production will come online and additional supplies will meet demand, driving down prices. What may happen 
sooner is that high prices are in a way self-correcting in that they result in demand destruction, as fewer consumers 
and businesses can afford to maintain current levels of demand.  

 
In any event, we do not expect elevated prices for commodities to persist indefinitely – or even longer than 

perhaps a few years at worst. But in the near term, there are no quick fixes to the amount of production that has 
come offline either due to the conflict or sanctions.  Fortunately, North America is blessed with abundant natural 
resources and is far better positioned to weather this storm than many other parts of the world. Still, the near term 
disruption to the global economy are severe and markets will likely be turbulent.  

 
Our advice doesn’t differ much from last week in terms of how to position your portfolio. But we think it’s 

worth advising (as we have in the past) to consider whether your portfolio structure and volatility exposure are in 
sync with your horizon and risk tolerance. The shorter the horizon you have, the more defensive you may want to 
position your holdings. The same goes for those less tolerant of risk and volatility. For investors with longer horizons 
who can stomach increased volatility, the current market gyrations are background noise – albeit incredibly tragic 
noise from a human perspective. Any material selloff could prove a good opportunity to add quality holdings with 
durable business models. 

 
Additionally, we would also consider more exposure to geopolitically important industries. Quoting from 

last week now: 
 
As we have written about in the past year, the world has underinvested in and undervalued stuff we need 

(like natural resources) relative to stuff we simply want (like technology). The energy shock Europe might 
experience due to the Ukraine fallout is a reminder that commodities make the world go round. Additionally, 
defense contractors will likely benefit from European nations increasing their military expenditures from far below 
1% of GDP to levels closer to the US (2-3% of GDP). Other geopolitically important industries include 
semiconductors, artificial intelligence – particularly cybersecurity firms – and perhaps even life sciences firms. 

 
Please reach out with any questions or concerns. This is a challenging market environment, changing on a 

daily basis and we are here to help you navigate through it. 
 
Sincerely,   
 
 
 
Peter Karmin   Stuart Loren 
Managing Member  Director 
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Citations and Disclosures 
 

1 Bloomberg (as of 10:58pm CT March 6, 2022). 
 
This letter is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer 
or solicitation to buy or sell any securities or to adopt any investment strategy. The opinions expressed are as of the date noted 
above and may change as subsequent conditions vary. The information and opinions contained in this letter are derived from 
proprietary and nonproprietary sources deemed by Fort Sheridan Advisors LLC (“Fort Sheridan”) to be reliable, are not 
necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy or reliability is given and 
no responsibility arising in any other way for errors and omissions (including responsibility to any person by reason of 
negligence) is accepted by Fort Sheridan, its principals, employees, agents or affiliates. This post may contain “forward-
looking” information that is not purely historical in nature. Such information may include, among other things, projections 
and forecasts. There is no guarantee that any forecasts made will materialize. Reliance upon information in this post is at the 
sole discretion of the reader.  
 
Please consult with your Fort Sheridan financial advisor to ensure that any contemplated transaction in any securities 
mentioned in this letter align with your overall investment goals, objectives and tolerance for risk. In addition, please note that 
Fort Sheridan, including its principals, employees, agents, affiliates and advisory clients, may have positions in one or more 
of the securities discussed in this communication. Please note that Fort Sheridan, including its principals, employees, agents, 
affiliates and advisory clients may take positions or effect transactions contrary to the views expressed in this communication 
based upon individual or firm circumstances. Any decision to effect transactions in the securities discussed within this 
communication should be balanced against the potential conflict of interest that Fort Sheridan Advisors has by virtue of its 
investment in one or more of these securities.  
 
Additional information about Fort Sheridan is available in its current disclosure documents, Form ADV and Form ADV Part 
2A Brochure, both which are available without charge by contacting Fort Sheridan toll-free at 866-559-9700. You may also 
request copies by email at info@fortllc.com, or access the documents online via the SEC’s Investment Adviser Public 
Disclosure (IAPD) database at www.adviserinfo.sec.gov, using CRD# 151139 or SEC# 801-70517.  
 
Fort Sheridan neither provides investment banking services nor engages in principal or agency cross transactions. All 
securities transactions are effected through Western International Securities, Inc. and Fidelity Brokerage Services LLC. Fort 
Sheridan is not an affiliate of Western International Securities, Inc. or Fidelity Brokerage Services LLC. 
 
Investing involves risks, including the possible loss of principal and fluctuation of value. Past performance is no guarantee of future 
results. 


