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As economic and international tensions 
(and temperatures!) rise, we explore some ideas 
to help investors keep their cool.
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A Note from our Founder

For twelve years after the 2008 financial crisis, investing 
seemed relatively easy. Over the past two years, that 
illusion has dissipated. We’ve had Covid, supply chain 
disruptions, roaring inflation, and a nuclear-armed 
dictator starting a war. (That’s all?) People are justified 
in feeling confused and uncertain. 

On a general level, each potential risk that an investor 
faces should have some asset class protecting against 
that risk. That asset class should have a portfolio 
presence before the risk surfaces; doing so when the 
risk reaches the news cycle is too late.

And remember, risks always exist. Whether they are 
visible or not at any given time is a different question. 

Dan Cunningham
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Introducing: ODIJ Simulator

Our software development team, affectionately known 
as “The Magic Factory,” worked diligently through the 
winter months on a neat digital tool we call Simulator. 
Simulator makes it easy to approximate how your 
money would have grown over time had it been 
invested in One Day In July’s current standard portfolio 
strategy. If you are curious how your accounts would 
have looked in a diversified, indexed scenario, contact 
one of our Advisors.

In addition, Simulator allows you to model periodic 
deposits into your account to demonstrate just how 
powerful the practice of “pay-yourself-first” can be on 
your portfolio. It can help you understand the impact 
of compounding when it comes to lowering your 
investment fees. 

Use of ODIJ’s Simulator tool is intended for experienced investors only or those maintaining at 
least a basic knowledge and understanding of investments and financial markets. The backtested 
performance data (investment returns) generated by the ODIJ Simulator tool are hypothetical in 
nature and do not necessarily represent the investment performance of any actual accounts, investors, 
or model. The hypothetical returns presented may pre-date the inception of the ODIJ firm and are not 
a guarantee of future results.
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Market Volatility and Geopolitical 
Events: A Historic Refresher

The last half century was littered with international 
geopolitical conflicts that prompted market sell-offs. 
The volatility turned out to be short-lived for the most 
part, and markets recovered relatively quickly.

Vanguard recently published a study analyzing over 
20 major geopolitical events over the last 60 years. 
Their findings show that while the initial equity 
market reaction was usually negative, returns over the 
following 6- and 12-month periods tended to fall in line 
with long-term average returns. 

9%

5% Average total equity market return 
6 months following geopolitical event.

Average total equity market return 
12 months following geopolitical event.

Source: Vanguard, “Ukraine and the changing market environment” 25 Feb 2022. Returns are based on the Dow 
Jones Industrial Average through 1963 and the Standard & Poor’s 500 Index thereafter.  Study included major 
geopolitical events between 1956-2021.
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The Russia-Ukraine Crisis: Backdrop 
in the U.S.

Companies in the U.S. generally have low direct 
exposure to Russia, around 0.6% for those in the Russell 
1000 index. Coming out of the pandemic, consumer 
balance sheets (as well as corporate ones) are strong, 
helped along by record stimulus packages over the 
past couple years. It’s reasonable to think a good 
portion of this cash will find its way into the economy 
and boost corporate earnings. Ultimately, corporate 
earnings tends to be one of the primary drivers of 
equity markets. 

That being said, an energy price shock coupled 
with already high inflation could weigh on investor 
sentiment. 

Source: J.P. Morgan, The Russia-Ukraine Crisis: What Does It Mean For Markets?, 14 March 2022
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Oil: The 1970’s vs. Today
While the overall exposure of global markets to Russia and 
Ukraine is actually quite small, Russia is a producer of key 
commodities, including oil. Economic sanctions imposed 
on Russia by the West are impacting global energy and 
commodity prices, which in turn bears on the outlook for 
global inflation and earnings growth.

Global Oil Intensity, 1965-2019
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However, it’s worth noting that the impact of higher 
commodity prices is being tempered by both the current 
strength of consumer and business balance sheets and the 
fact that energy is a smaller component of the economy 
compared to its position during the 1970s.  Food and energy 
currently comprise 12% of total U.S. consumer spending 
versus 25% in the early 70s.

Oil intensity is 
considered a broad 
measure of oil 
efficiency. It’s defined 
as the volume of oil 
consumed per unit 
of gross domestic 
product (GDP) and best 
measured in barrels 
(bbl) per dollar. 
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Oil intensity has declined over the last several decades, after 
peaking in 1973, when the world used a little less than one 
barrel of oil to produce $1,000 worth of GDP.  By 2019, global 
oil intensity declined 56% to a mere 0.43 barrels per $1,000 
of global GDP. Over time, oil has declined in importance, and 
humans have been able to make more efficient use of it.

Sources: J.P. Morgan, Should I worry about Russia/Ukraine tensions impacting markets?, 24 Feb 2022
COLUMBIA|SIPA Center on Global Energy, Oil Intensity: The Curiously Steady Decline of Oil in GDP Policy, 
9 Sep 2021
Graphs: BP Statistical Review of World Energy, 2020; Oxford Economics, Global Economics Databank, June 
2020; World Bank, World Bank Data, 2020

Primary Energy Generation 
By Fuel

Oil is still the largest 
primary fuel used globally, 
and oil consumption 
continues to rise in 
absolute terms; however, 
oil’s total market share 
among the global primary 
energy mix has fallen from 
50% in 1973 to 33% in 
2019, and it continues to 
decline. 
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What is SWIFT and why does it matter?
SWIFT is a global system for seamless communication 
among financial institutions. After Russia invaded 
Ukraine, the EU banned major Russian banks from SWIFT, 
excluding 2 that are key channels for oil and gas payments. 
Russian banks can still access international markets, but 
at increased cost and time (think language barriers and 
fax machines). There’s speculation that Russian banks 
could get around the SWIFT ban using cryptocurrency. 
Senator Elizabeth Warren tweeted, “Cryptocurrencies 
risk undermining sanctions against Russia,” calling for 
regulators to take a hard look at digital assets, whose 
decentralized nature was designed to prevent anyone 
from gaining too much control. However, using crypto to 
undermine the SWIFT ban has limits, mainly size, liquidity, 
and cost. SWIFT processes about 42 million messages a 
day. Today’s distributed ledger financial technology can’t 
replicate that scale. Russian banks handle about $50 billion 
in transactions daily, roughly equal to the value of all global 
Bitcoin transactions. Plus, Ukraine’s minister of digital 
transformation requested all major crypto exchanges block 
Russian users. Cryptocurrencies are often considered a 
haven for criminals, but blockchain analytics actually make 
it easier to follow money trails vs. on traditional payment 
networks.

Marketplace, Minnesota Public Radio, “What exactly is the SWIFT banking system?” 3 Mar 2022
Fortune, “Despite fear, crypto is no viable alternative to SWIFT for sanctioned Russian banks” 1 Mar 2022
Computerworld, “After the SWIFT ban, can Russia find other routes for its money - including crypto?” 1 Mar 2022
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What is SWIFT and why does it matter? Lately, we can’t let a quarter go by 
without talking about inflation.

After finally dropping the “transitory” language from their 
description of recent rising inflation, on March 16th the 
Federal Reserve announced a 25 basis point increase in the 
target range for the federal funds rate, up to 0.25% - 0.50%.  
Their forecast, revised from their December meeting, now 
suggests a more rapid succession of steady rate hikes over 
the next two years, expected to bring the federal funds 
rate to a peak of 2.75% in 2024. They attribute the need for 
these planned rate hikes to the strength of the economy 
and the very tight labor market.

The Fed also reduced their 2022 real GDP growth 
expectations from the previously forecasted 4% down to 
2.8%, citing the potential implications of the Ukraine war. 
Notably, the projected unemployment rate at the end of 
this year remained unchanged at 3.5%.

Source: CNBC, “Federal Reserve approves first interest rate hike in more than three years, sees six more ahead” 
16 March 2022
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Downturns don’t last forever.
If you are still concerned that the current economic 
environment – a combination of geopolitical uncertainty, 
market volatility, and the Fed’s plans to aggressively raise 
rates to combat rampant inflation – will end up resulting in a 
bear market or recession, the visual below may provide some 
comfort.  Since the late 1960s, the average bull market run was 
about six years, delivering an average cumulative return of 
over 200%, while the average bear market lasted 15 months, 
resulting in an average cumulative loss of 38.4%. Historically, 
over the long term the market’s upward movement tended to 
prevail over the declines.

Source: Charles Schwab, “7 Investing Strategies to Prepare for Bear Markets” 16 March 2022 
Past performance is no guarantee of future results. 

Past bear markets have tended to be shorter than bull markets

Bear market

Bull market

Average duration

Average return
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One Day In July is an SEC-registered investment advisor. Registration does not imply a certain level 
of skill or training. One Day In July LLC does not guarantee actual returns or losses. This content is for 
educational purposes only and is not investment advice. Individual circumstances may vary.

Downturns don’t last forever. Time in the market tends to be more 
important than time out of the market.
Over the last 20 years, nearly all of the top 25 worst trading 
days were within one month of the 25 best trading days.1 
If you were wise enough to get out of the market ahead of 
the worst days, but not omniscient enough to get back in 
very quickly, your portfolio would have suffered. Had you 
invested $100,000 and stuck it out during all the volatility, 
you would have ended up with a portfolio worth over 
$600,000. However, that amount would be cut by more 
than half if you tried to time the market and ended up 
missing 10 of the best trading days.  Miss out on all 25 of 
the top trading days during the period, and your original 
$100,000 investment would be worth a measly $134,392.    

1With one exception - the only 
period without a corresponding 
best day within one month was 
9/17/2001. 

Sources; BlackRock; Bloomberg, 
Morningstar as of 12/31/21. U.S. 
stocks performance represented 
by the S&P 500 Index. 
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