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H I G H L I G H T S

Russia’s invasion of Ukraine adds another
layer of uncertainty for global markets to
digest. Gold and the oil price soar in
response.
US inflation rises to its highest level in 40
years leading to expectations that the
Federal Reserve will need to urgently raise
rates to bring inflation under control.
Inflationary pressures are also steadily
building in Australia, which could
potentially force the Reserve Bank to
capitulate and hike interest rates well
ahead of expectations. 
Global equities sold off further in February,
but Australian equities bucked the trend
thanks to higher commodity prices and a
solid profit reporting season.
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Russia’s deplorable invasion of the Ukraine in late
February, sadly stole the headlines this month,
fuelling a widespread pull back in global share
markets. The fog of war contributed to an
overriding sense of unease and uncertainty,
exacerbating an already volatile macroeconomic
backdrop still trying to come to grips with high
inflation and the prospect that central banks will
accelerate quantitative tightening.

Despite worldwide condemnation, heavy sanctions
designed to cripple the Russian economy and a
determined Ukrainian resistance, Russia
continues to double down on its plans to take
Ukraine by force with the prospect of a peaceful
resolution looking increasingly distant with every
passing day. Regrettably, as it stands, there is a
high risk that the situation could get a lot worse
before it gets better.

Markets have predictably responded to this latest
shock in a volatile fashion out of fear of the
unknown about how long the conflict will continue,
the extent of the humanitarian crisis that is
growing worse every day and, to a lesser extent,
what if any adverse economic impacts may come
to pass. 

 

Falling global sentiment and confidence are
obvious casualties of this war. However, the main
threat to the global economy may come in the form
of an energy crisis (and higher inflation) which
would hit Europe especially hard given that Russia
currently supplies approximately 30% of Europe’s
gas and oil. 

If Russian energy exports continue to flow
uninterrupted then further share market falls may
be limited. However, if Russia cuts off supply of oil
and gas to Europe and the conflict escalates, share
markets could be in for a rough ride over the
coming months. 

So far, the US and Europe have sought to
minimise this adverse scenario from developing by
excluding the Russian energy sector from the raft
of sanctions that have already been imposed. But
even if there is no disruption to energy supply,
energy prices are likely to be higher. The same
goes for hard and soft commodity prices such as
wheat where Russia and Ukraine are significant
producers.

m a y  k e y  d e v e l o p m e n t s

INVESTMENT &  ECONOMIC SNAPSHOT 3  |  FEBRUARY 2022

f e b r u a r y  k e y  d e v e l o p m e n t s



4  |  FEBRUARY 2022INVESTMENT &  ECONOMIC SNAPSHOT

The unemployment rate is at a 14 year low of
4.2% and is expected to fall below 4% later this
year. Underemployment is also around its lowest
level since 2008. Headline inflation in Australia
has picked up recently to 3.5% but is likely to
rise further in response to the unfolding war in
Ukraine and devastating floods across NSW and
Queensland. If inflation becomes broader and
persistent, it could force the Reserve Bank to lift
rates much sooner than they had originally
envisaged. 

Unlike global equity markets, the Australian
share market rose 2.1% in February,
outperforming the MSCI World Index by 4.6%.
Gold stocks were the best performers, supported
by safe-haven demand during this volatile period
of rising geopolitical risk. Energy was the
second-best performer propped up by the
significant rise in the oil price (up 8.6% in
February). Technology stocks were the worst
performers for the second month in a row as
high inflation and the expectation of tighter
monetary policy weighed heavily on the sector.

The war in Ukraine has also affected interest rate
market expectations more generally. In recent
months, most central banks have intimated that a
stronger than expected economic recovery and
headline inflation had effectively brought forward
their timetables for rate hikes. The war in Ukraine,
however, muddies the waters as policy makers are
now faced with a situation of seemingly constant,
unpredictable change. 

Interestingly, the financial markets now expect the
US Federal Reserve to reduce the number of rate
hikes to five for this year (down from seven just a
few weeks ago). With US inflation sitting at 7.5%
(the highest reading in 40 years) and a very tight
labour market, the Federal Reserve made it clear
at last month’s policy meeting that they expect it
will be appropriate to raise the target range for the
federal funds rate in March. 

Closer to home, the Australian economy is in
relatively good shape based on recent economic
data. At the end of 2021, the Australian economy
was officially 3.4% bigger than it was before the
start of the COVID-19 pandemic in December
2019. Of note in the national accounts released
during the month, was the huge amount of money
consumers spent on shopping and dining out. 
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Source: Quilla, Thomson Reuters Datastream

M A J O R  M A R K E T  I N D I C A T O R S



This report has been prepared by Arrive Wealth Management (SEQ) Pty
Ltd, trading as Arrive Wealth Management. Arrive Wealth Management is
a Corporate Authorised Representative of Arrive Capital Pty Ltd          
 ABN 24 641 636 535, AFSL 525758. 

This document contains information that is general in nature. It does not
take into account the objectives, financial situation or needs of any
particular person. You need to consider your financial situation and needs
before making any decisions based on this information. 

This report is confidential and is for the intended recipient only. It is not to
be distributed or reproduced without the prior consent of Arrive Wealth
Management (SEQ) Pty Ltd.

FEBRUARY 2022

GENERAL D ISCLAIMER

Level 28 
480 Queen Street
Brisbane QLD  4000
+61 7 3001 7000
admin@arrivewealthmanagement.com.au
arrivewealthmanagement.com.au

mailto:admin@arrivewealthmanagement.com.au

