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Starting in late 2021 and throughout all of 2022, Wall Street has debated what markets might do if
Russia invades Ukraine. For more than a week, the White House warned that an invasion was
imminent. On Wednesday night, Russian military forces began an assault across Ukraine and troops
began to move into the country.

The lead-up to this crisis has created market volatility that we haven’t seen in some time. As we
know well, if there’s one thing markets don't like, it's uncertainty. On the other hand, something else
we know well is that geopolitical crises, such as this current situation with Russia and Ukraine, tend
to have near-term rather than long-term impacts on the markets and investors.

As the chart below from LPL Research shows, while past geopolitical crises tend to have short-term
impacts on the stock market, stocks have fared well a year later.

How Do Stocks Do After Major Events?
S&P 500 Index Performance After Geopolitical And Major Historical Events
S&P 500 Index Returns
Market Shock Events Event Date 3 Months 6 Months 12 Months Near a Recession?
Germany Invades France 5/10/1940 (12.7%) (4.5%) (18.7%)
Pearl Harbor Attack 12/7/1941 (1.0%) (11.0%) (6.5%) 4.3% No
N. Korean Invades S. Korea 6/25/1950 (10.0%) 1.6% 4.1% 11.7% No
Hungarian Uprising 10/23/1956 (2.1%) (2.8%) (1.3%) (11.7%) Yes
Suez Crisis 10/29/1956 (4.4%) (3.6%) (0.0%) (11.6%) Yes
Cuban Missile Crisis 10/16/1962 5.1% 14.1% 20.7% 27.8% No
Kennedy Assassination 11/22/1963 6.8% 11.9% 15.5% 23.2% No
Gulf of Tonkin Incident 8/2/1964 (1.6%) 1.9% 5.3% 2.7% No
Six-Day War 6/5/1967 3.3% 5.9% 7.5% 13.5% No
Tet Offensive 1/30/1968 (3.8%) 5.1% 5.2% 10.2% No
Penn Central Bankruptcy 6/21/1970 (0.1%) 72% 16.8% 28.6% Yes
Munich Olympics 9/5/1972 (1.0%) 5.7% 2.3% (5.8%) No
Yom Kippur War 10/6/1973 (3.9%) (10.7%) (15.3%) (43.2%) Yes
0il Embargo 10/16/1973 (7.0%) (13.2%) (14.4%) (35.2%) Yes
Nixon Resigns 8/9/1974 (14.4%) (7.0%) (2.8%) 6.4% Yes
Reagan Shooting 3/30/1981 (0.9%) (1.8%) (14.0%) (16.4%) Yes
Continental lllinois Bailout 5/9/1984 (3.1%) 1.0% 6.4% 12.8% No
1987 Stock Market Crash 10/19/1987 8.1% 10.9% 14.7% 22.9% No
Iraq’s Invasion of Kuwait 8/2/1990 (8.2%) (13.5%) (2.1%) 10.1% Yes
Soros Breaks Bank of England 9/16/1992 (2.5%) 3.0% 6.8% 9.9% No
First World Trade Center Bombing 2/26/1993 1.7% 2.0% 4.0% 4.7% No
Asian Financial Crisis 10/8/1997 (3.7%) (1.8%) 14.1% (1.5%) No
U.S.S. Cole Yemen Bombing 10/12/2000 2.7% (0.9%) (11.3%) (19.6%) Yes
U.S. Terrorist Attacks 9/11/2001 (0.2%) 2.5% 6.7% (18.4%) Yes
Iraq war started 3/20/2003 1.9% 13.6% 18.7% 26.7% No
Madrid Bombing 3/11/2004 3.5% 2.7% 1.5% 8.4% No
London Subway Bombing 7/5/2005 3.3% 1.8% 5.3% 5.5% No
Bear Stearns Collapses 3/14/2008 3.6% 5.6% (2.8%) (41.5%) Yes
Lehman Brothers Collapses 9/15/2008 (16.3%) (26.2%) (34.8%) (11.7%) Yes
Boston Marathon Bombing 4/15/2013 6.3% 8.4% 9.7% 17.9% No
Russia annexed Crimea 2/20/2014 1.5% 26% 8.0% 14.7% No
BREXIT 6/24/2016 6.5% 6.2% 11.0% 19.7% No
Bombing of Syria 4/7/2017 1.8% 31% 7.6% 12.8% No
North Korea Missile Crisis 71282017 (1.1%) 3.6% 14.8% 13.4% No
Saudi Aramco Drone Strike 9/14/2019 (1.4%) 5.4% (8.8%) 12.5% No
Iranian General Killed In Airstrike 1/3/2020 1.9% (23.1%) (4.2%) 14.4% Yes
U.S. Pulls Out of Afghani 8/30/2021 (3.7%) 2.8% ? 2 2
Average if no recession 0.0% 3.7% 71% 10.8%
Average if recession (3.8%) (6.7%) (6.1%) (11.5%)
Source: LPL Research, S&P Dow Jones Indices, CFRA, Strategas 02/22/2022
|Allindexes are unmanaged and cannot be invested into directly. Past performance is no guarantee of future results
The modern design of the S&P 500 Index was first launched in 1957. Performance before then incorporates the performance of its predecessor index, the S&P 90.

What can we expect in the near term?

We believe market volatility will remain elevated for a number of weeks until we can assess
where this crisis is going and if the economic sanctions being placed on Russia by the U.S. and
Europe take hold.



The price of oil is hovering around $100/barrel, a level not seen since 2014. Global inventories
are already tight, as outlined in a report released on February 11t from the International Energy
Agency that warned that the crude market was set to tighten even further. With gas prices
already high due to inflationary pressure, we should expect to see prices at the pump rise
further.

Russia is also a major supplier of natural gas to Western Europe and the potential exists for
natural gas prices to rise significantly due to this crisis.

What should investors do?

At Scharf Investments, we are committed to providing clients with downside protection during
adverse market conditions. We do that by investing in high-quality companies that we believe
provide compelling valuations, margin of safety, and sustainable and consistent earnings. As of
yesterday’s market close, year-to-date performance shows the Scharf Equity portfolio even with
the Russell 1000 Value Index and outperforming the S&P 500 Index by 4.19%, and the Scharf
Multi-Asset portfolio outperforming the S&P 500 Index by 5.09%.*

When you see dramatic swings in the stock market as we did yesterday, it's important to remain

calm. Talk to your Wealth Advisor, review your financial plan, and determine if your risk
tolerance is aligned with long-term goals.

* Past performance is not indicative of future results.



