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Easing of Monetary Stimulus and Ukraine War has Global Economy in Crosshairs 
March 2022 

 

Over the past year, we have been increasingly sounding the alarm bell of potentially rising 

interest rates and impact on equity markets.  Since the beginning of the year, we have finally 

witnessed meaningful shifts higher in global interest rates while equities have retreated from 

their record highs.  Domestically, the Federal Reserve has begun raising the discount rate, which 

impacts short term interest rates, and has also begun winding down open market bond purchases, 

which tend to impact longer term interest rates.  Additionally, bond investors appear to be 

demanding higher yields due to rising inflation driven by a backdrop of strong domestic and 

global economic growth coupled with significant supply chain distributions.  World Bank 

estimates global GDP grew 5.5% in 2021, with many economies experiencing inflation 

exceeding 5%, while U.S. GDP grew 5.7% and the Consumer Price Index jumping a whopping 

7%.  While some economists projected the sudden jump in CPI to be transitory, it now appears 

that some supply chain shortages may extend longer.  Whether it be labor shortages impacting 

wages, chip shortages curtailing auto production, energy companies hesitant in reinvesting in 

idled rigs related to energy price collapse in 2020 or food production shortages in the agricultural 

markets, it appears pricing pressures may last a bit longer than some expected.   

 

If these challenges weren’t enough, the invasion of Ukraine, on top of the destruction and human 

toll, has further pressured many commodity prices higher – wheat and crude oil prices have 

nearly doubled in the past year.  Russia and Ukraine account for nearly one quarter of global 

wheat exports and are important exporters of other agricultural commodities like corn and 

sunflower oil (worldagriculturalproduction.com).  Russia is also the #2 oil and natural gas 

producer. The impact of war and sanctions is likely going to exacerbate the inflationary picture 

while also curtailing global economic growth. 

 

While there are still significant uncertainties around global geopolitics, the health pandemic, 

inflation and interest rates, let’s remind ourselves there are many positives working in our favor - 

the global economy has been growing at a rapid clip, wages are rising (that’s a good thing!), 

unemployment near record lows and the fiscal federal budget deficit forecasted by the CBO to 

drop more than 50% after narrowing 10% in 2021.   To effectively manage through such 

uncertainties, it is important to create, review and adjust your plan regularly.  Please contact any 

of us to schedule a comprehensive in person or Zoom review, especially if it has been a year 

since we last met.  

 

 

Investment and Insurance Products are:  

• Not Insured by the FDIC or Any Federal Government Agency  

• Not a Deposit or Other Obligation of, or Guaranteed by, the Bank or Any Bank Affiliate  

• Subject to Investment Risks, Including Possible Loss of the Principal Amount Invested  
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Few reminders for 2022: 

 401K/403B employee contribution limit increases from $19.5K to $20.5K with age 50+ 

catch-up contribution remaining at $6.5K; 

 SEP IRA contribution limit raised to $61K; 

 Simple IRA increases from $13.5K to $14K with age 50+ catch-up remaining at $3K; 

 Traditional and Roth IRA contribution limits remain at $6K with age 50+ catch-up at 

$1K; 

 2022 gifting limit raised from $15K to $16K per person (i.e. a couple may gift $16K each 

to one person) 

 

In the meantime, hope you and your families enjoy the much needed spring weather that is now 

upon us! 
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 The opinions expressed here reflect the judgment of the author as of the date of the report and are subject to change without 

notice.  Statistical information has been obtained from sources believe to be reliable, but its accuracy and completeness are not 

guaranteed.  The material has been prepared or is distributed solely for information purposes and is not a solicitation or an 

offer to buy any security or instrument or to participate in any trading strategy. Additional information is available upon 

request.  Past performance is not a guarantee of future results. 

 GDP and inflation data sourced from worldbank.org. 

 Wells Fargo Advisors is not a tax or legal advisor.   You should consult your tax advisor or accountant for more details 

regarding your specific circumstances before taking any action. 
 Stocks offer long-term growth potential, but may fluctuate more and provide less current income than other investments. An 

investment in the stock market should be made with an understanding of the risks associated with common stocks, including 

market fluctuations. 

 Investments in fixed-income securities are subject to market, interest rate, credit and other risks. Bond prices fluctuate 

inversely to changes in interest rates. Therefore, a general rise in interest rates can cause a bond’s price to fall. Credit risk is the 

risk that an issuer will default on payments of interest and/or principal. This risk is heightened in lower rated bonds. If sold 

prior to maturity, fixed income securities are subject to market risk. All fixed income investments may be worth less than their 

original cost upon redemption 

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC, Member SIPC, a registered broker-dealer and 
non-bank affiliate of Wells Fargo & Company. CAR 0322-04375 
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