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Quick take –  
Market implications of Russian incursion into Ukraine  

February 24, 2022 

What happened 
Global markets are under pressure on the heels of the Russian invasion of Ukraine. U.S. 
stocks are currently pointing down around 2.5%, and stocks in Europe are down more than 
4%. Russian stocks are trading off about 35%, the largest one-day decline in the history of the 
index. As one would expect, there is a flight to safety, with the 10-year U.S. Treasury yield 
back below 1.9% and gold prices jumping, while crude oil and natural gas prices are spiking. 

Our take 
First and foremost, this incursion has the potential to become a humanitarian crisis and our 
thoughts are with the people of Ukraine.   

As discomforting as the headlines are, from an investment perspective, we would urge 
investors not to overreact. Panic selling has generally not been a winning strategy.  

There is little doubt that the Russian invasion complicates the global picture and adds another 
layer of uncertainty. However, as we have discussed in recent notes, our work shows that 
while geopolitical events often tend to cause a short-term market dip and choppy waters, 
unless they push the U.S. into recession, markets tend to rebound over the next 6-12 months. 
This is evident in the periods following the Soviet invasion of Afghanistan in 1979, the Iraq 
invasion of Kuwait in 1990, the Gulf War in 1991, and the Iraq War in 2003. (see table on p. 2) 

That said, in addition to other factors, the ongoing uncertainty around the Russia-Ukraine 
conflict keeps us underweight international markets, given Europe has greater reliance on 
Russian energy, and Russia itself is in the emerging market index and should place pressure 
on this asset class.  

While the U.S. market will not be immune to these events given the interconnectedness of the 
global economy and higher oil prices will hit U.S. consumers, the domestic economy is more 
insular than other developed economies. Importantly, unlike 30 or 40 years ago, the U.S. is 
now a significant energy producer.  
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S&P 500 performance around select geopolitical/military events 

Date Select geopolitical/ 
military events 

1-
month 
later 

3-
months 

later 

6-
months 

later 

12-
months 

later 
12/7/1941 Pearl Harbor -3.4% -12.7% -9.1% 0.4% 

10/31/1956 Suez Canal crisis -2.8% -3.8% -0.1% -11.5% 
10/20/1962 Cuban missile crisis 8.7% 17.7% 25.1% 32.0% 
10/17/1973 Arab oil embargo -7.0% -13.2% -14.4% -36.2% 
11/3/1979 Iranian hostage crisis 4.2% 11.6% 3.8% 24.3% 

12/25/1979 U.S.S.R. in Afghanistan 5.6% -7.9% 6.9% 25.7% 
8/3/1990 Iraq invades Kuwait -8.2% -13.5% -2.1% 10.1% 

1/17/1991 Gulf War 15.2% 23.5% 20.6% 33.1% 
8/17/1991 Gorbachev coup 0.0% 3.0% 7.0% 8.9% 
2/26/1993 World Trade Center bombing 1.2% 2.5% 4.0% 6.4% 
9/11/2001 9/11 -0.2% 2.5% 6.7% -18.4% 
3/20/2003 Iraq War 2.2% 15.6% 17.4% 28.4% 

  Average 1.3% 2.1% 5.5% 8.6% 
  % Positive 50% 58% 67% 75% 

Data Source: Truist IAG, FactSet. Grey shading represents down markets where the economy was in recession at some point 
during the measurement period. Past performance does not guarantee future results. 

Further, our view is that the sharp improvement in COVID-19 trends is being 
overlooked in the sea of gloom. This should continue to support the U.S. economy and is 
one of the reasons we still view recession risk as low. 

It’s also important to recognize that markets have already sold off more than 10% ahead of 
this invasion, partly on geopolitical concerns but also on Federal Reserve (Fed) policy. 
Although we still expect the Fed to raise rates given elevated inflation levels, it is likely to 
take a more gradual approach relative to market expectations until some of the global 
uncertainties abate.  

As we also discussed recently, investor expectations are already very depressed. Historically, 
such low expectations have been a contrarian indicator. Indeed, last week, the percentage of 
bulls dropped to just 19.2%, the lowest since mid-2016, according to the American 
Association of Individual Investors’ (AAII) Sentiment Survey. This is only the 32nd time since 
the survey’s 1987 inception that it has dipped below 20%. While markets often remained 
choppy near term after similar readings, the S&P 500 was higher three months later 94% of 
the time with an average gain of 6.7%. Stocks also rose 30 out of 31 times, or 97% of the 
time, on both a six- and 12-month forward basis, with average gains of 12.7% and 
19.7%, respectively. 

 

 

 



 

 

Assessing the market’s downside risks 
As we think about potential market downside, we estimate that support around the 3800-3900 
level on the S&P 500.  

From a fundamental perspective, based on the current market indication, the S&P 500 would 
be trading at an 18.1x forward earnings estimate. Over the past 40 days, the market’s P/E 
ratio has already contracted by 3.4 points, one of the most extreme moves since 1995.  

If the market valuation were to fall to 17x, that would bring the S&P 500 price level 
down to 3880, or about 6% down from today’s expected opening level. At that level, the 
equity risk premium, which measures the attractiveness of stocks relative to bonds, on a 
forward basis would rise to about 400 basis points, the highest since right before the 
November 2020 elections, further increasing stocks’ relative attractiveness.  

Similarly, on a technical basis, a 38% price retracement of the bull market that started in 
March of 2020 suggests support just above 3800. 

Finally, it’s important to recognize that snapbacks from corrections tend to be sharp. 
Indeed, since 2009, we have had 24 other periods where markets pulled back more than 5%. 
Each of these pullbacks came with bad news. Once stocks found their low, the average 
rebound over the next five months was 19.8% (17.4% median). (see table on next page) 

Bottom line 
The Russia-Ukraine situation is very fluid. This complicates the near-term picture. Still, 
investors should keep in mind that market prices, valuations, and investor sentiment have 
already sharply corrected. Moreover, from the current opening indication, our base case 
analysis suggests market downside is likely to be contained in the 5% to 7% range. Finally, 
it’s important to recognize that the markets have tended to eventually rebound following 
geopolitical events, and snapbacks from corrections tend to be very sharp. 

 

 

 

See table on next page 

 



 

 

Data Source: Truist IAG, FactSet. *Current decline based on indicated opening price for 2/24/2022.  
Past performance does not guarantee future results.   

S&P 500 pullbacks of >5% since March 2009 

Peak Trough 
Duration of 

Decline 
(Calendar Days) 

% 
Decline 

Calendar Days to Next 
 Pullback 

Trough to 
Next 

Peak Gain 
3/26/09 3/30/09 4 -5.4% 74 20.1% 
6/12/09 7/10/09 28 -7.1% 101 24.9% 

10/19/09 10/30/09 11 -5.6% 81 11.0% 
1/19/10 2/8/10 20 -8.1% 74 15.2% 
4/23/10 7/2/10 70 -16.0% 231 31.3% 
2/18/11 3/16/11 26 -6.4% 44 8.5% 
4/29/11 10/3/11 157 -19.4% 182 29.1% 
4/2/12 6/1/12 60 -9.9% 105 14.7% 

9/14/12 11/15/12 62 -7.7% 187 23.3% 
5/21/13 6/24/13 34 -5.8% 205 17.5% 
1/15/14 2/3/14 19 -5.8% 227 15.5% 
9/18/14 10/15/14 27 -7.4% 218 15.8% 
5/21/15 8/25/15 96 -12.4% 70 13.0% 
11/3/15 2/11/16 100 -13.3% 118 15.9% 
6/8/16 6/27/16 19 -5.6% 580 43.6% 

1/28/18 2/8/18 11 -10.2% 224 13.6% 
9/20/18 12/24/18 95 -19.8% 127 25.3% 
4/30/19 6/2/19 33 -6.8% 54 10.3% 
7/26/19 8/14/19 19 -6.1% 189 17.2% 
2/19/20 3/23/20 33 -33.9% 3 17.6% 
3/26/20 4/1/20 6 -6.1% 68 30.8% 
6/8/20 6/10/20 2 -7.1% 84 19.3% 
9/2/20 9/23/20 21 -9.6% 344 29.3% 
9/2/21 10/4/21 32 -5.2% 91 11.5% 

      
1/3/22   52* -14.1%*     

average   41 -10.0% 153 19.8% 
median   28 -7.3% 112 17.4% 



 

 

  

Disclosures 
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your advisor to request a firm brochure which includes program details, including risks, fees and expenses. 
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Truist Bank, and Truist Delaware Trust Company. Securities, brokerage accounts and /or insurance (including annuities) are offered by Truist Investment 
Services, Inc., and P.J. Robb Variable Corp., which are each SEC registered broker-dealers, members FINRA, SIPC, and a licensed insurance agency 
where applicable. Life insurance products are offered through Truist Life Insurance Services, a division of Crump Life Insurance Services, Inc., AR license 
#100103477, a wholly owned subsidiary of Truist Insurance Holdings, Inc. Investment advisory services are offered by Truist Advisory Services, Inc., GFO 
Advisory Services, LLC, Sterling Capital Management, LLC, and Precept Advisory Group, LLC, each SEC registered investment advisers. Sterling Capital 
Funds are advised by Sterling Capital Management, LLC.    

While this information is believed to be accurate, Truist Financial Corporation, including its affiliates, does not guarantee the accuracy, completeness or 
timeliness of, or otherwise endorse these analyses or market data. Revise  

The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Truist Financial Corporation makes 
no representation or guarantee as to their timeliness, accuracy or completeness or for their fitness for any particular purpose. The information contained 
herein does not purport to be a complete analysis of any security, company, or industry involved. This material is not to be construed as an offer to sell or a 
solicitation of an offer to buy any security. 

Opinions and information expressed herein are subject to change without notice. TIS and/or its affiliates, including your Advisor, may have issued materials 
that are inconsistent with or may reach different conclusions than those represented in this commentary, and all opinions and information are believed to be 
reflective of judgments and opinions as of the date that material was originally published. TIS is under no obligation to ensure that other materials are 
brought to the attention of any recipient of this commentary. 

Comments regarding tax implications are informational only. Truist and its representatives do not provide tax or legal advice. You should consult your 
individual tax or legal professional before taking any action that may have tax or legal consequences. 

Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future 
performance. 

TIS/TAS shall accept no liability for any loss arising from the use of this material, nor shall TIS/TAS treat any recipient of this material as a customer or 
client simply by virtue of the receipt of this material. 

The information herein is for persons residing in the United States of America only and is not intended for any person in any other jurisdiction. Investors 
may be prohibited in certain states from purchasing some over-the-counter securities mentioned herein. 

The information contained in this material is produced and copyrighted by Truist Financial Corporation and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law. 

TIS/TAS’s officers, employees, agents and/or affiliates may have positions in securities, options, rights, or warrants mentioned or discussed in this material. 

Asset classes are represented by the following indexes. An investment cannot be made directly into an index. 

S&P 500 Index is comprised of 500 widely-held securities considered to be representative of the stock market in general.  

© 2022 Truist Financial Corporation.  Truist, the Truist logo and Truist purple are service marks of Truist Financial Corporation. 
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